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Introduction 

The  Congressional  Budget  and  Impoundment  Control  Act  of  1974 
sets  up  a  timetable  for  various  phases  of  the  Congressional  budget 
process,  prescribing  the  actions  to  take  place  and  setting  the  dates  for 
their  completion. 

One  of  these  steps,  set  forth  in  Section  301(c)  of  the  Act,  calls  for 
the  submission  of  the  views  and  recommendations  of  each  standing 
committee  of  the  House  and  Senate  on  its  spending  which  relates  to 
its  jurisdiction.  These  reports  are  due  March  15,  1  month  in  advance 
of  the  reporting  date  of  the  first  concurrent  resolution  on  the  budget. 
The  reports  are  important  to  the  proper  functioning  of  the  Congres- 
sional budget  process  and,  accordingly,  are  made  mandatory  by  the 
Act.  They  provide  the  Budget  Committees  in  the  House  and  Senate 
with  an  early  and  comprehensive  indication  of  committee  legislative 
plans  for  the  next  fiscal  year.  These  reports  contain  the  committees 
estimates  on  those  items  which  are  required  to  be  contained  in  the 
first  budget  resolution  for  the  next  fiscal  year. 
Section  301(c)  states: 

(c)  Views  and  Estimates  of  Other  Committees. — On  or 
before  March  15  of  each  year,  each  standing  committee  of  the 
House  of  Representatives  shall  submit  to  the  Committee  on  the 
Budget  of  the  House,  each  standing  committee  of  the  Senate 
shall  submit  to  the  Committee  on  the  Budget  of  the  Senate  and 
the  Joint  Economic  Committee  and  Joint  Committee  on  Internal 
Revenue  Taxation  shall  submit  to  the  Committees  on  the 
Budget  of  both  Houses — 

(1)  its  views  and  estimates  with  respect  to  all  matters  set 
forth  in  subsection  (a)  which  relate  to  matters  within  the 
respective  jurisdiction  or  functions  of  such  committee  or 
joint  committee;  and 

(2)  except  in  the  case  of  such  joint  committees,  the  estimate 
of  the  total  amounts  of  new  budget  authority,  and  budget 
outlays  resulting  therefrom,  to  be  provided  or  authorized  in 
all  bills  and  resolutions  within  the  jurisdiction  of  such  com- 
mittee which  such  committee  intends  to  be  effective  during 
the  fiscal  year  beginning  on  October  1  of  such  year. 

The  Joint  Economic  Committee  shall  also  submit  to  the  Commit- 
tees on  the  Budget  of  both  Houses,  its  recommendations  as  to  the 
fiscal  policy  appropriate  to  the  goals  of  the  Employment  Act  of 
1946.  Any  other  committee  of  the  House  or  Senate  may  subDiit  to 
the  Committee  on  the  Budget  of  its  House,  and  any  other  joint 
committee  of  the  Congress  may  submit  to  the  Committees  on  the 
Budget  of  both  Houses,  its  views  and  estimates  with  respect  to  all 
matters  set  forth  in  subsection  (a)  which  relate  to  matters  within 
its  jurisdiction  or  functions. 
On  February  6, 1976,  the  Chairman  of  the  House  Budget  Committee, 
Mr.  Adams,  sent  a  letter  to  House  Committee  Chairmen,  requesting 
these  views  and  estimates.  A  copy  of  that  letter  is  reprinted  here. 
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U.S.  House  of  Representatives, 

Committee  on  the  Budget, 
Washington,  B.C.,  February  6,  1976. 

[Identical  letter  sent  to  House  Committee  Chairmen] 

Dear  :  A  crucial  part  of  the  now  fully  implemented 

Congressional  budget  process  is  the  report  of  budget  estimates  which 
each  committee  and  joint  committee  is  required  by  the  Congressional 
Budget  Act  of  1974  to  submit  to  the  Committee  on  the  Budget  on  or 
before  March  15.  Section  301  of  the  Act  states  that  the  reports  may 
cover  committee  views  and  recommendations  on  all  matters  in  the 
budget  resolution  which  relate  to  their  jurisdictions  or  functions, 
including  estimates  of  budget  authority,  outlays  and  revenues  to  be 
provided  in  legislation  under  the  committee's  jurisdiction  for  the 
ensuing  fiscal  year.  The  basic  purpose  of  the  report  is  to  give  com- 
mittees an  opportunity  to  record  their  views  and  recommendations  as 
the  Budget  Committee  considers  and  prepares  targets  to  be  contained 
in  the  First  Concurrent  Resolution  on  the  Budget. 

For  FY  1977  it  would  be  helpful  if  committees  include  the  matter 
shown  in  the  attached  formats  in  their  reports  to  the  Budget  Commit- 
tee. The  formats  provide  five  mutually  exclusive  categories  for  making 
recommendations  on  budget  authority  and  outlays  for  different  types 
of  budget  items.  The  purpose  of  the  separate  categories  is  to  help  en- 
sure, both  for  those  filling  out  the  reports  and  those  reading  them,  that 
a  review  will  be  made  of  the  President's  FY  1977  budget  proposals,  as 
well  as  of  the  initiatives  which  the  committees  expect  to  propose.  In- 
structions for  interpreting  the  formats  are  included  in  the  attachment. 
Reports  on  plans  for  the  transition  quarter,  tax  expenditures,  and  tax 
revenue  measures  are  probably  best  done  in  narrative  form,  so  no 
specific  formats  have  been  suggested  for  these  items. 

The  wording  of  the  Act  is  quite  broad  with  respect  to  the  invitation 
it  extends  for  commenting  on  budget  matters.  Our  suggestions  about 
formats  and  areas  of  coverage  in  the  reports  are  an  attempt  to  indicate 
the  minimum  amount  of  information  we  would  like  to  receive  from  the 
committees.  Beyond  that,  you  are  most  welcome  to  comment  as 
broadly  as  you  desire. 

To  help  accomplish  this  objective,  staff  from  the  Congressional 
Budget  Office,  GAO  and  the  Budget  Committee  have  been  working 
with  your  staff  to  identify  committee  responsibilities  for  budget 
accounts.  With  the  assistance  of  the  Congressional  Budget  Office  and 
the  cooperation  of  the  Office  of  Management  and  Budget,  we  have 
endeavored  to  produce,  for  the  use  of  your  staff,  lists  of  the  President's 
FY  1977  budget  requests  broken  down  by  committee  jurisdictions. 
Since  this  is  the  first  time  that  this  complex  effort  has  been  under- 
taken, some  errors  are  inevitable.  We  will  be  happy  to  correct  those 
you  bring  to  our  attention.  However,  we  hope  that  the  lists  will  be  of 
assistance  in  identifying  matters  that  you  may  wish  to  cover  in  your 
reports  to  the  Budget  Committee.  This  and  other  materials  that 
should  be  of  direct  assistance  to  your  staff  in  preparing  the  reports  is 
included  in  the  attachment  to  this  letter. 

In  addition  to  Committee  comments  on  budget  authority  and  out- 
lays, the  Budget  Committee  also  looks  forward  to  committee  recom- 
mendations  on  revenue   matters,    economic   and   fiscal   policy,    tax 
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expenditures,  and  to  any  views  the  committees  may  wish  to  provide 
regarding  the  quality  of  Presidential  estmates  for  such  items  as  out- 
lays for  entitlement  programs  and  receipts  from  rents  and  royalties 
for  the  Outer  Continental  Shelf. 

With  respect  to  tax  expenditures,  the  Committee  anticipates 
including  information  in  the  report  on  the  First  Budget  Resolution  on 
the  principal  tax  expenditures  relating  to  each  function.  Special 
Analysis  F,  contained  in  the  companion  volume  to  the  President's 
Budget  for  1977,  sets  forth  the  concept  of  tax  expenditures  and  esti- 
mates for  the  principal  items  assigned  to  each  budget  functional  cate- 
gory. In  order  to  meet  the  requirement  of  section  101(c)  of  the  Budget 
Act,  the  Committee  needs  to  identify  tax  expenditures  serving  pur- 
poses similar  to  direct  expenditure  programs.  Almost  all  tax  expendi- 
tures are  the  direct  result  of  tax  legislation  considered  by  the  Com- 
mittee on  Ways  and  Means;  however,  the  views  of  other  substantive 
committees  on  tax  expenditures  and  direct  outlays  aimed  at  common 
purposes  would  be  most  welcome. 

Finally,  the  Budget  Committee  must,  this  year  only,  review  the 
"transition  quarter,"  July  1,  1976  through  September  30,  1976,  at 
which  point  the  Government  switches  over  to  the  new  fiscal  year 
(FY  1977)  that  runs  from  October  1  to  September  30.  As  you  know, 
the  Senate  version  of  the  Second  Concurrent  Resolution  on  the 
Budget  for  FY  1976  established  spending  ceilings  and  a  revenue  floor 
for  the  transition  quarter  as  well  as  for  FY  1976.  In  addition,  the 
Senate  Budget  Committee  report  on  the  resolution  had  established 
estimates  for  each  functional  category  of  the  budget.  The  House- 
passed  resolution  included  neither. 

The  conferees  considered  the  transition  quarter  at  great  length,  and 
finally  resolved  the  issue  as  follows :  The  conference  report  establishes 
targets  for  the  five  budget  aggregates — revenues,  budget  authority, 
outlays,  deficit,  and  public  debt.  These  targets  are  to  be  treated  the 
same  as  the  First  Budget  Resolution  targets  set  last  spring;  that  is, 
they  are  to  guide  both  Houses  in  providing  budget  authority  for  the 
transition  quarter.  In  addition,  the  statement  of  managers  on  the 
conference  report  indicates  that  next  spring  these  targets  will  be 
revised,  as  necessary,  and  that  ceilings  will  be  set  in  the  same  manner 
as  they  are  now  set  for  FY  1976.  These  ceilings  probably  will  be  a  part 
of  the  First  Budget  Resolution  for  FY  1977.  Also,  the  statement  of 
managers  contains  estimates  for  functional  categories  for  the  transition 
quarter. 

As  a  practical  matter,  the  transition  quarter  figures  in  the  con- 
ference report  generally  reflect  actions  already  completed  by  the 
Congress,  and  the  President  has  requested  no  new  initiatives  that 
would  begin  in  the  transition  quarter.  The  Budget  Committee  intends 
to  adjust  the  transition  quarter  targets  to  continue  to  reflect  completed 
actions  of  Congress  and  latest  estimates  for  uncontrollables.  If  your 
committee  should  be  planning  any  additional  initiatives  for  the  quarter, 
please  be  certain  to  include  information  on  them  in  your  committee's 
report,  so  that  they  can  be  considered  when  ceilings  are  established 
for  the  quarter. 

Last  year  we  had  many  requests  to  print  and  distribute  the  reports  to 
the  Budget  Committee,  although  we  did  not  do  so.  This  year  we  are 
planning  to  publish  the  reports  in  connection  with  the  Budget  Com- 
mittee's report  on  the  First  Resolution.  Please  let  us  know  if  you  have 
any  problems  with  this  approach. 
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If  your  staff  needs  general  assistance  in  completing  the  reports, 
please  contact  Benson  Simon  (ext.  57252)  of  the  Budget  Committee 
staff  or  our  program  analyst  your  staff  most  frequently  deals  with. 

We  look  forward  to  receiving  your  reports,  which  are  such  an  im- 
portant element  of  the  Congressional  budget  process. 
With  warm  regards, 

Brock  Adams, 

Chairman. 
Attachments. 
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LETTER  OF  TRANSMITTAL 


U.S.  House  of  Representatives, 

Committee  ox  Agriculture, 
Washington,  D.C.,  March  15,  1976. 
Hon.  Brock  Adams, 
Chairman,  Committee  on  the  Budget, 
House  of  Representatives,  Washington,  D.C. 

My  Dear  Mr.  Chairman:  In  compliance  with  section  301  of  the 
Congressional  Budget  Act  of  1974  and  your  report  request  and 
instructions  of  February  6,  1976,  I  am  transmitting  to  you  the  Com- 
mittee on  Agriculture's  Fiscal  Year  1977  Report  on  the  budget  items 
under  its  jurisdiction. 

I  appointed  an  ad  hoc  group  of  16  Representatives  (the  Chairman, 
Ranking  Minority  Member,  the  ten  subcommittee  chairmen,  and  four 
other  minority  members)  to  make  budget  recommendations  to  the  full 
Committee.  That  ad  hoc  group  convened  on  nine  separate  days  from 
February  17  to  March  8  to  prepare  its  product.  The  full  Committee, 
with  39  members  present  for  a  substantial  part  of  the  time,  met  for 
nearly  seven  hours  on  March  11  and  15  to  complete  work  on  this 
report. 

The  Committee's  overall  recommendations  amount  to  an  increase 
in  budget  authority  over  the  President's  budget  for  fiscal  year  1977  of 
$2,379,167,000  and  increase  in  outlays  of  $3,335,896,000.  If  the  lower 
level  of  the  range  of  food  stamp  figures  is  used  based  upon  the  Presi- 
dent's legislative  program,  instead  of  current  service  estimates,  those 
amounts  are  reduced  to  $865,635,000  for  budget  authority  and 
$1,786,480,000  in  outlays. 

As  can  readily  be  seen  from  the  reconciliation  table,  nearly  one-half 
(46  percent)  of  the  first  or  higher  outlay  figure,  derives  from  the 
Income  Security  function  under  food  stamps.  Another  34  percent 
represents  increases  in  outlays  by  the  Agricultural  Credit  Insurance 
Fund  (16  percent),  by  the  Commodity  Credit  Corporation  (9  percent), 
and  rural  water  and  waste  disposal  grants  (9  percent).  Thus  four 
program  areas  contain  80  percent  of  the  requested  increases,  while 
three  other  programs  (Public  Law  480,  Agricultural  Conservation 
Program,  and  Forest  Protection  and  Utilization)  account  for  another 
11  percent. 

The  Committee  wishes  to  emphasize  that,  although  it  has  made 
specific  comments  on  15  legislative  proposals  it  is  considering  that 
will  have  budget  impact  (13  of  which  it  is  originating)  and  20  items 
in  the  President's  budget,  its  silence  with  respect  to  the  other  programs 
within  its  jurisdiction  (and  these  are  numerous  because  the  Appendix 
to  the  Budget  devotes  93  pages  to  the  Department  of  Agriculture, 
exclusive  of  the  Environmental  Protection  Agency  and  the  Commodity 
Futures  Trading  Corporation)  should  not  be  construed  in  any  way  as 
reflecting  consent  to  the  budget  authority  or  outlay  figures  proposed 
by  the  President  for  fiscal  year  1977. 
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The  Committee  also  wishes  to  call  the  Budget  Committee's  atten- 
tion to  the  desirability  of  separating  loan  programs  from  grant 
programs  in  the  budget  coupled  with  the  inclusion  of  appropriate 
explanatory  material  to  enable  the  public  to  understand  that  loan 
programs,  such  as  those  conducted  by  the  Commodity  Credit  Corpora- 
tion in  its  price  support  operations,  do  not  involv?  a  loss  to  the 
Treasury,  since,  in  time,  they  are  repaid  with  interest. 

Finally,  the  Committee  is  seriously  concerned  about  a  constantly 
recurring  feature  of  that  part  of  the  agricultural  budget  that  involves 
commodity  and  loan  programs — the  total  lack  of  relationship  of 
end-of-the-year  outlays  to  those  proposed  several  months  prior  to  the 
start  of  a  fiscal  year.  In  the  1970's,  the  discrepancies  between  the 
budgeted  level  of  outlays  and  the  usually  higher  actual  level  of 
outlays,  varied  by  as  much  as  $800  million  and  rarely,  if  ever,  fell 
below  $300  million,  which  was  a  better  performance  than  during  the 
1960's  when  $1  billion  variations  were  normal. 

This  problem  is  quite  understandable  because  it  is  based  primarily 
upon  administratively  uncontrollable  factors,  such  as  market  prices 
(which  affect  the  levels  of  loans  as  well  as  the  amount  of  deficiency 
and  disaster  payments) ,  interest  rates  (charged  the  Commodity 
Credity  Corporation  by  the  United  States  Treasury),  and  weather 
conditions  or  other  natural  disasters  (which  determine  the  need  for 
disaster  payments).  But  it  also  flows  from  factors  that  can  be  ad- 
ministratively regulated,  such  as  the  level  of  loan  resales  by  the 
Agricultural  Credit  Insurance  Fund  (a  major  amount  is  anticipated  in 
fiscal  year  1977  in  order  to  create  an  outlay  surplus  in  the  Farmers 
Home  Administration  revolving  loan  accounts  of  approximately  $1.3 
billion),  the  reprogramming  of  commodities  procured  for  purposes  of 
Title  II  donations  under  Public  Law  480  (for  example,  this  month's 
proposals  to  utilize  more  dairy  products  to  avoid  part  of  a  substantial 
increase  in  outlays  for  the  Commodity  Credit  Corporation  in  fiscal 
year  1977,  and  the  use  of  export  credit  under  the  short-term  Com- 
modity Credit  Corporation  export  credit  program  (in  fiscal  year  1976 
this  program  went  from  a  projection  of  $450  million,  as  is  scheduled 
for  fiscal  year  1977,  to  $900  million  in  fact). 

The  Committee  realizes  that  it  is  very  difficult  for  the  Department 
to  project  outlays  with  any  degree  of  accurac}^  in  light  of  this  interact- 
ing set  of  fluctuating  circumstances.  What  the  Committee  fears  is  the 
political  consequences  to  agricultural  programs  of  substantial  increases 
in  Department  projected  outlays  after  the  first  and  second  budget 
resolutions  have  been  reported  and  passed.  Those  resolutions  encom- 
pass an  outlay  figure  for  the  Agriculture  function  that  may  well  be 
surpassed  by  late  winter  or  early  spring,  if  not  revised  upward  even 
earlier  (as  is  the  case  with  a  $305.6  million  increase  in  Commodity 
Credit  Corporation  and  Public  Law  480  outlays  for  fiscal  year  1977 
already  reported  to  the  Committee  on  March  12,  some  two  months 
after  publication  of  the  budget,  but  six-and-one-half  months  prior  to 
the  start  of  the  fiscal  year).  In  the  past,  there  have  been  instances  of 
use  of  that  highly  artificial  and  inevitably  inaccurate  outlay  figure  as  a 
cap  on  the  agricultural  budget  to  defeat  proposals  for  program  change. 

If  that  political  harm  is  likely  to  occur,  then  the  Committee  would 
suggest  that  the  Budget  Committee  establish  a  contingency  fund  for 
the  Agriculture  function  that  would  enable  it  to  expand  to  meet 
changed  conditions  without  throttling  needed  program  revisions.  If 


on  the  other  hand,  the  Budget  Committee  is  willing  not  to  restrict 
programs  falling  under  the  Agriculture  function  umbrella  because  the 
Department's  January  outlay  estimates  cannot  harness  the  market 
reality  that  occurs  some  nine  to  twenty-one  months  later,  then  there 
is  no  need  to  create  such  a  fund.  Either  a  contingency  fund  of  the  type 
described  or  an  understanding  of  the  type  set  forth  above  is  necessary, 
however  to  satisfy  the  Committee  that  this  budget  problem  is  reason- 
ably under  control,  even  though  the  outlays  may  not  be. 
Sincerely. 

Thomas  S.  Foley,  Chairman. 

Jurisdiction  of  the  Committee  ox  Agriculture 

The  Committee  on  Agriculture  was  officially  established  in  1820  and 
60  years  later,  in  1880,  the  subject  of  forestry  was  added  to  its  jurisdic- 
tion. For  some  time  the  Committee  had  the  authority*  to  receive 
estimates  and  report  agricultural  appropriations,  but  in  1920  this 
authority  was  transferred  to  the  Committee  on  Appropriations. 

The  main  areas  of  this  Committee's  jurisdiction,  include  the  con- 
sideration of  laws  dealing  with  general  farm  policy.  This  jurisdiction 
extends  to  the  adulteration  of  seeds;  control  of  insect  pests;  protection 
of  birds  and  animals  on  forestry  reserves;  agricultural  and  industrial 
chemistry;  "agricultural  colleges  and  experiment  stations;  agricultural 
education  and  extension  service,  agricultural  production,  marketing, 
and  price  stabilization;  animal  industry  and  disease  of  animals;  crop 
insurance  and  soil  conservation;  dairy  industry:  entomology  and  plant 
quarantine;  farm  credit  and  security;  the  national  forests,  and  forestry  in 
general;  human  nutrition  and  home  economics;  inspection  and  grading 
of  livestock  and  livestock  products;  agricultural  exports;  surplus 
disposal,  plant  industry;  soils  and  agricultural  engineering;  rural 
electrification;  and  the  improvement  of  animal  breeds. 

In  addition  the  Committee  exercises  its  jurisdictional  responsibilities 
on  several  matters  not  specifically  mentioned  in  House  Rule  X(l)(a). 
The  more  important  of  these  include  international  trade;  foreign 
assistance;  food  assistance;  flood  control;  animal  welfare;  international 
health;  wild  areas  (in  forests) ;  pesticides;  rural  development  including 
rural  telephone  banks,  nonf  arm  rural  housing  loans,  rural  water  supply, 
and  water  pollution  control  programs,  and  loans  for  rural  firehouses, 
community  centers  and  businesses. 

There  are  also  several  specific  jurisdictional  areas  that  have  been 
created  for  the  Committee  by  historical  reference  which  include ; 

(1)  The  restoration,  expansion,  and  development  of  foreign  markets 
for  American  agricultural  products  and  of  international  trade  in  agri- 
cultural products;  the  use  of  agricultural . commodities  pursuant  to 
Public  Law  480,  Eighty-third  Congress,  as  amended,  except  for 
distribution  outside  the  United  States;  and  the  effect  of  the  European 
Common  Market  and  other  regional  economic  agreements  and  com- 
modity marketing  and  pricing  systems  upon  United  States  agriculture. 

(2)  All  matters  relating  to  the  establishment  and  development  of  an 
effective  Foreign  Agricultural  Service  pursuant  to  title  VI  of  the 
Agricultural  Act  of  1954. 
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(3)  Matters  relating  to  the  development,  use,  and  administration  of 
the  national  forests,  including  but  not  limited  to  development  of  a 
sound  program  for  general  public  use  of  the  national  forests  consistent 
with  watershed  protection  and  sustained-yield  timber  management, 
and  study  of  the  forest  fire  prevention  and  control  policies  and 
activities  of  the  Forest  Service  and  their  relation  to  coordinated 
activities  of  other  Federal,  State,  and  private  agencies. 

(4)  Price  spreads  between  producers  and  consumers. 

(5)  The  formulation  and  development  of  improved  programs  for 
agricultural  commodities;  matters  relating  to  the  inspection,  grading, 
and  marketing  of  such  commodities;  and  the  effect  of  trading  in 
future  contracts  for  such  commodities. 

(6)  The  administration  and  operation  of  agricultural  programs 
through  State  and  county  agricultural  stabilization  and  conservation 
committees  and  the  administrative  policies  and  procedures  relating 
to  the  selection,  election,  and  operation  of  such  committees. 

(7)  The  development  of  upstream  watershed  projects  authorized  by 
Public  Law  156,  Eighty-third  Congress,  and  the  administration  and 
development  of  watershed  programs,  pursuant  to  Public  Law  566, 
Eighty-third  Congress,  as  amended;  the  development  of  land  use 
programs  pursuant  to  the  Food  and  Agriculture  Act  of  1962  and  the 
Agricultural  Act  of  1970. 

(8)  All  programs  of  food  assistance  or  distribution  supported  in 
whole  or  in  part  by  funds  authorized  to  be  used  by  the  Department  of 
Agriculture,  including  but  not  limited  to  the  food  stamp  program,  the 
commodity  distribution  program. 

(9)  The  implementation  and  administration  of  the  Wholesome 
Meat  Act  of  1967,  the  Wholesome  Poultry  Products  Act  of  1968,  and 
the  Egg  Products  Inspection  Act  of  1970,  including  the  establishment 
and  development  of  inspection  services  as  required  by  the  Acts. 

(10)  All  matters  relating  to  the  Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act,  as  amended,  and  the  Federal  Environmental  Pesti- 
cide Control  Act  of  1972,  as  well  as  all  agricultural  chemicals  registered 
and  regulated  under  such  Acts. 

(11)  All  matters  relating  to  the  implementation  and  operation  of  the 
Commodity  Credit  Corporation  Charter  Act. 

(12)  Legislation  relating  to  the  general  operations  of  the  Depart- 
ment of  Agriculture,  the  Commodity  Credit  Corporation,  the  Farm 
Credit  Administration,  and  the  administration  of  the  Federal  Insecti- 
cide, Fungicide,  and  Rodenticide  Act,  as  amended,  by  the  Environ- 
mental Protection  Agency. 
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SEPARATE  VIEWS— HOUSE  AGRICULTURE  COMMITTEE 

BUDGET 

Hon.   John  B.   Breckinridge,   a   Representative   in   Congress 
From  the  State  of  Kentucky 

March  15,  1976 

During  the  House  Agriculture  Committee's  consideration  of  the 
fiscal  1977  budget  recommendations  I  sought  unsuccessfully  to  increase 
the  obligational  authority  for  insured  loans  from  the  Rural  Develop- 
ment Insurance  Fund.  I  urge  the  Budget  Committee  to  now  take  what 
I  consider  to  be  a  very  strong  case  under  favorable  consideration. 

I  emphasize  at  the  outset  that  my  recommendations  would  have  no 
impact  on  actual  budget  outlays  jor  fiscal  1977.  They  will  ultimately  cost 
only  $50-$60  million,  nonrecurring  dollars,  in  fiscal  1979,  making  available 
now  an  additional  $2  billion  dollars  for  developmental  loan  purposes 
under  the  Rural  Development  Act  of  1972.  The  present  revolving 
fund  thus  augmented  will  generate  an  initial  additional  200,000  new 
jobs  under  pre-applications  and  applications  already  pending  with 
the  Farmers  Home  Administration,  as  will  appear  below. 

In  1972,  Congress  approved  the  Rural  Development  Act  to  revive 
Rural  America.  Two  Administrations  have  not  implemented  the 
programs  authorized,  and  Congress  itself  has  not  pushed  the  Admin- 
istration to  implement  the  Act  as  vigorously  as  it  might  have  done; 
it  has  not  funded  the  programs  to  the  extent  necessary  to  carry  out 
the  intent  of  the  Act. 

This  inaction  continues  despite  a  major  nationwide  depression  and 
the  fact  that  the  U.S.  Department  of  Agriculture  issued  reports 
showing  that  there  is  indeed  a  population  trend  from  the  metropolis 
back  to  our  rural  areas. 

This  neglect  of  rural  development  has  continued  also,  despite  the 
fact  that  financial  support,  such  as  can  be  provided  by  the  Rural  De- 
velopment Act,  is  lacking  to  build  the  infrastructure  necessary  for 
Rural  America  to  hold  and  support  the  citizens  who  desire  to  live 
there.  This  infrastructure  requires  water  and  sewer  lines,  com- 
munity services  and  new  business  and  industrial  development  loans 
to  lay  the  predicate  for  the  necessary  expansion  of  business  activities. 

The  House  Agriculture  Committee,  in  partial  recognition  of  this 
need,  recommended  to  the  House  Budget  Committee  elsewhere  herein, 
that  the  rural  water  and  waste-disposal  program  be  funded  at  its 
full  authorization  of  $300  million  annually.  The  Committee  has  also 
recommended  a  $7  million  authorization  for  the  rural  fire  protection 
program  provided  for  by  the  Rural  Development  Act.  Both  of  these 
programs  comprise  an  integral  part  of  the  total  effort  to  undergird 
rural  development. 

Rural  housing  programs  must  also  play  an  integral  part  in  putting 
new  life  into   Rural  America.   Although  these  programs  were  not 
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authorized  by  the  House  Agriculture  Committee  (primary  jurisdic- 
tion being  with  the  Banking,  Currency  and  Housing  Committee),  I 
believe  it  appropriate  to  make  a  plea  here  for  more  adequate  funding 
to  stimulate  and  expand  Farmers  Home  Administration  housing 
programs.  The  Agriculture  Committee  also  directed  staff  to  incorpo- 
rate such  general  language  in  its  report  to  this  Committee.  The  need 
for  housing  assistance  is  clear-cut  in  Rural  America,  and  more  housing 
construction  would  help  fight  recession. 

Recognizing  the  good  work  done  under  limiting  circumstances,  it 
is  also  relevant  at  this  point  to  state  that  special  attention  must  be 
directed  toward  the  Farmers  Home  Administration  to  increase  both 
the  quantity  and  quality  of  its  field  staff  in  selected  areas  and  in  order 
that  it  might  thus  improve  delivery  of  service  to  eligible  rural  citizens. 

In  the  following  remarks,  I  will  concentrate  on  the  three  programs 
covered  in  the  Rural  Development  Insurance  Fund  in  which  I  propose 
an  additional  $2  billion  lending  authority  (not  budget  outlays):  (1) 
water  and  sewer  facility  loans  ($1.4  billion);  (2)  community  facility 
loans  ($.542  billion);  and  (3)  business  and  industrial  development 
loans  ($1.1  billion). 

The  Farmers  Home  Administration  makes  direct  loans  for  these 
programs  from  the  Rural  Development  Insurance  Fund,  a  revolving 
fund.  The  money  to  start  that  revolving  fund  has  already  been  appro- 
priated and  is  not  a  budgetary  item  in  fiscal  1977  nor  will  it  be  in  future 
years.  The  Farmers  Home  Administration  makes  loans  at  5  percent 
interest  from  the  revolving  fund  and  then  usually  sells  the  loans  to 
the  Federal  Financing  Bank  as  certificates  of  beneficial  ownership, 
at  prevailing  interest  rates.  Receipts  from  these  sales  are  returned 
to  the  revolving  fund  to  make  it  self-sustaining.  In  times  of  high 
interest  rates,  the  revolving  fund  programs  result  in  budget  outlays 
for  an  interest  subsidy  (the  difference  between  5  percent  and  the 
prevailing  interest  rate,  currently  7.7  percent,  according  to  the  Farmers 
Home  Administration),  administration  costs  and  loan  defaults;  rela- 
tively insignificant  annual  appropriations  only  are  therefore  necessary. 

Water  and  sewer  facility  loans,  dating  back  to  1937  under  legislation 
that  has  been  revised,  have  resulted  in  a  loss  ratio  of  .001  percent.  The 
business  and  industrial  loans,  dating  back  only  two  years,  have  a  loss 
ratio  of  .01  percent.  The  community  facility  loans,  also  dating  back 
two  years,  have  experienced  no  losses.  Because  the  Rural  Develop- 
ment Insurance  Fund  may  make  loans  in  one  year,  and  not  sell  them 
until  the  following  year,  a  budgetary  "deficit"  could  possibly  be 
recorded  in  any  given  year,  but  it  is  an  artificial  bookkeeping  figure. 
These  withdrawals  cannot  rightfully  be  considered  as  budget  outlays, 
because  the  Fund  recovers  the  money  as  soon  as  the  loans  are  sold. 

Because  the  budgetary  impact  is  minimal,  I  strongly  recommend 
that  the  Budget  Committee  and  the  Congress  authorize  obligational 
authority  for  these  programs  at  least  sufficient  to  match  established 
pre-appiication  and  application  existing  needs.  The  Farmers  Home 
Administration  informs  me  that  it  has  applications  or  pre-applications 
in  the  amount  of  $1.4  billion  for  water  and  sewer  facility  loans;  $1.1 
billion  for  business  and  industrial  loans;  and  $542  million  for  com- 
munity facility  loans,  for  a  total  of  $3,042  billion.  My  recommendation 
to  the  Budget  Committee  is  simply  to  increase  the  authorized  obliga- 
tional authority  for  these  programs  to  those  levels,  as  a  minimum,  as 
opposed   to   the  grossly  inadequate  amounts  recommended  in  the 
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President's  Budget  as  unchanged  by  the  House  Agriculture  Committee 
($470  million  for  water  and  sewer  facility  loans;  $350  million  for 
business  and  industrial  loans  and  $200  million  for  community  facility 
loans,  a  total  of  $1,003  billion).  In  this  way,  without  budget  outlays, 
the  need  that  exists  for  these  loans  can  be  met;  of  course,  to  the 
extent  that  need  does  not  exist  at  acceptable  risk  ratios,  loans  obviously 
will  not  be  made  and  there  would  be  no  budget  outlay  necessary  at 
any  time  in  the  future. 

If  the  Farmers  Home  Administration  is  authorized  to  make  loans 
up  to  the  amounts  I  suggest,  the  budgetary  authority  for  fiscal  1977 
would  not  change  from  the  $47,484,000  figure  for  fiscal  1977  recom- 
mended by  the  President  and  the  House  Agriculture  Committee.  The 
time  lag  in  the  way  the  program  operates  would  not  increase  expendi- 
tures until  fiscal  1979.  Even  then,  the  total  budget  authority  would 
increase  only  by  an  estimated  non-recurring  $55-$60  million  in  fiscal  1979 
(for  a  total  of  about  $130  million).  In  subsequent  years,  the  increased 
budget  authority  caused  by  loans  made  in  fiscal  1977  would  diminish. 
The  $55-$60  million  is  negligible  in  a  budget  that  is  certain  to  exceed  $400 
billion,  for  the  infrastructure  development  and  upgrading  of  non- 
metropolitan  America. 

If  we  authorize  a  budget  outlay  of  an  additional  $59-$60  million  in 
1 979 ,  that  would  result  in  an  additional  current  $2  billion  worth  of  loans — 
and  if  we  assume  the  generally  accepted  investment-multiplier  of  2.5 
applied  to  that  money — a  total  of  $5  billion  would  enter  the  income 
stream,  benefiting  Rural  American  and  the  total  economy,  at  no  cost 
of  consequence  to  the  taxpayer. 

The  Farmers  Home  Administration  advises  that  a  $10,100  business 
or  industrial  loan  will  create  or  maintain  a  job.  The  Small  Business 
Administration  reports  that  in  a  similar  way  an  SBA  $6,700  loan  will 
create  or  maintain  a  job.  Taking  the  FHA  figure,  we  are  talking  about 
adding  a  minimum  of  200,000  jobs  immediately. 

It  is  of  the  utmost  importance,  both  to  rural  and  urban  America,  to 
establish  now  that  Congress  wishes  this  inexpensive,  insured-loan 
program  to  operate  at  a  level  necessary  to  meet  established  demand. 
A  revitalized  rural  America  will  relieve  pressures  on  the  nation's 
crowded  cities  and  thus  serve  the  total  national  interest  at  an  insig- 
nificant cost  to  taxpayers. 

I  would  not  want  to  conclude  without  noting  that  if  the  Budget 
Committee  does  not  see  fit  to  fund  the  full  amount  necessary  to  meet 
the  pending  $3  billion  pre-application  and  application  requirements 
of  our  communities,  any  figure  in  addition  to  that  recommended  by 
the  Administration  and  the  Committee  will  geometrically  accelerate 
our  developmental  ratio  while  adding  to  our  national  capitalization, 
stimulating  the  economy  and  producing  much-needed  jobs. 

Minority  Report 

It  is  unfortunate  but  necessary  that  we  must  file  this  dissent  to 
the  work  of  the  Committee  regarding  the  fiscal  year  1977  Budget. 

In  general  we  believe  the  Committee  has  done  a  credible  job  of 
examining  and  articulating  a  reasoned  projection  of  suggested  expendi- 
tures for  fiscal  year  1977  on  eight  of  the  nine  functions  of  government 
that  are  within  the  partial  jurisdiction  at  least  of  this  Committee. 
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But  on  the  ninth  function,  "Income  Security,"  the  Committee 
majority  has  utterly  failed  to  come  to  grips  with  the  issue  at  hand. 

On  eight  functions  the  Committee  has  given  its  definitive  recom- 
mendations on  what  fiscal  year  1977  spending  ought  to  be. 

On  the  ninth  function  it  has  ducked  the  issue  and  has  chosen  instead 
to  "pass  the  food  stamp  buck"  to  the  Committee  on  the  Budget. 

Our  concept  of  the  new  budget  law  is  that  each  legislative  committee 
should  search  and  find  a  reasonable  and  actual  expenditure  level  that 
reflects  their  expertise  and  experience.  .  .  .  Certainly  the  Budget 
Committee  will  be  held  to  that  standard. 

On  a  22-10  roll  call  vote  the  Committee  chose  to  prevent  the  con- 
sideration of  Mr.  Wampler's  amendment  to  set  the  Committee's 
food  stamp  recommendation  at  the  level  proposed  b}r  the  President's 
budget.  By  adopting  instead  an  amendment  to  Mr.  Wampler's 
amendment  to  set  a  range  of  $4.8  billion  (the  President's  budget) 
and  $6.3  billion  (the  CBO  and  USD  A  projections  of  expenditure  if 
no  changes  are  made)  the  Committee  has  simply  not  faced  up  to  its 
full  responsibility. 

The  $4.8  to  $6.3  billion  range  recommendation  of  the  Committee 
majority  for  the  Food  Stamp  program  assumes  the  Budget  Committee 
will  decide  what  program  level  should  be  funded.  The  $4.8  to  $6.3 
billion  recommendation  for  fiscal  year  1977  is  advocated  because  the 
Budget  Control  Act  generally  prohibits  Floor  consideration  of  entitle- 
ment legislation  prior  to  May  15,  and  because  there  are  unspecified 
uncertainties  with  respect  to  pending  legislative  and  regulatory 
reforms. 

If  the  upper  figure  of  the  range  is  adopted  the  fiscal  year  1977 
funding  level  will  be  $649  million  higher  than  actual  fiscal  year  1976 
program  costs  and  $1,514  billion  more  than  the  $4,786  billion  Adminis- 
tration request  for  fiscal  year  1977. 

We  contend  there  is  little  likelihood  that  the  Committee  will  report 
legislation  prior  to  May  15.  In  addition,  the  Administration  request  is 
based  on  specific  legislative  and  regulatory  reforms  which  have  been 
in  process  for  some  months.  In  particular,  on  February  26,  1976  the 
U.S.  Department  of  Agriculture  published  proposed  regulations  which 
if  fully  implemented  would  reduce  fiscal  year  1977  outlays  by  an 
estimated  $1.2  billion.  That  action  combined  with  further  reform 
legislation  should  bring  fiscal  year  1977  Food  Stamp  program  costs 
into  line  with  the  Administration's  recommended  $4,786  billion.  In 
addition  the  Congress  in  P.L.  94-157  has  already  directed  the  Secre- 
tary to  promulgate  regulations  which  will  correct  program  abuse  and 
reduce  program  costs  by  $1.4  billion. 

In  recognition  of  pending  food  stamp  reform  measures  as  well  as  the 
intent  of  the  Budget  Control  Act  to  place  a  realistic  limitation  on 
overall  Federal  spending,  it  is  urged  that  the  Administration's  recom- 
mendation be  followed.  A  more  detailed  discussion  is  contained  in 
Appendix  A  to  this  report. 

In  summary,  we  feel  the  Committee  majority  has  only  "bitten  the 
marshmallow"  on  Food  Stamps,  when  in  reality  it  should  have  settled 
on  a  reasonable  figure  consistent  with  the  badly  needed  reform. 

William  C.  Wampler,  Keith  G.  Sebelius,  Paul  Findley, 
Charles  Thone,  Steven  D.  Symms,  Edward  R.  Madi- 
gan,  Richard  Kelly,  Charles  E.  Grassley,  Tom 
Hagedorn,  W.  Henson  Moore. 


Appendix  A  to  Minority  Report 

On  March  11,  1976,  the  Committee  on  Agriculture  voted  not  to 
make  a  budget  recommendation  for  the  Food  Stamp  program  during 
Fiscal  Year  1977.  Instead,  the  Committee  by  a  record  22-10  vote  put 
forward  a  $1.5  billion  range  of  $4.8  billion  to  $6.3  billion,  leaving  it  up 
to  the  Budget  Committee  to  decide  what  level  should  be  funded. 
This  approach,  if  accepted  as  general  practice,  would  undermine  the 
budget  process  by  eroding  the  very  discipline  and  fiscal  responsibility 
intended  by  the  Congressional  Budget  Act  of  1974  (Public  Law 
93-344). 

The  $6.3  billion  component  is  derived  from  current  services  esti- 
mates, prepared  independently  by  the  U.S.  Department  of  Agriculture 
and  the  Congressional  Budget  Office,  which  assumes  no  change  in  the 
program  rules  in  operation  as  of  March  5,  1976.  If  unaltered  during  the 
course  of  subsequent  Congressional  action  on  the  budget,  this  level  of 
funding  will  represent  an  increase  of  $649  million  over  actual  food 
stamp  expenditures  during  Fiscal  Year  1976,  and  an  increase  of  $1,514 
billion  over  the  $4,786  billion  requested  in  the  Administration's  1977 
budget  proposal. 

The  Administration's  request  is  based  on  legislative  and  regulation 
reforms  which  have  been  in  process  for  several  months.  In  particular, 
on  February  28,  1976,  the  U.S.  Department  of  Agriculture  published  a 
sweep  ng  series  of  proposed  changes  to  Federal  food  stamp  regula- 
tions in  the  Federal  Register.  As  stated  in  the  proposed  regulations 
package,  the  comment  period  will  last  until  March  29,  1976,  after 
which  date  any  final  changes  or  refinements  may  be  made  by  the 
Department  prior  to  implementation.  The  schedule  contained  in  the 
regulations  package  stipulates  that  all  changes  will  be  implemented 
prior  to  the  beginning  of  Fiscal  Year  1977.  Given  U.S.  Department 
of  Agriculture  estimates  of  savings  under  the  proposed  regulations,  it 
is  anticipated  that  Food  Stamp  program  costs  during  Fiscal  Year 
1977  will  be  in  line  with  the  Administration  budget  recommendation. 
Additional  legislative  reform  provisions  also  are  pending  in  the  Con- 
gress which,  if  enacted,  could  reduce  Food  Stamp  program  costs 
even  further  during  Fiscal  Year  1977. 

In  following  the  Administration's  recommendation  for  Food  Stamp 
program  funding  during  Fiscal  Year  1977,  two  questions  must  be 
answered.  First,  does  the  necessity  exist  for  food  stamp  reform? 
Second,  is  it  likely  that  food  stamp  reform  will  be  achieved? 

the  necessity  for  stamp  reform 

The  Food  Stamp  program,  which  began  in  the  early  1960's  as  a 
small  pilot  program  to  improve  the  nutritional  levels  of  the  poor,  has 
grown  into  one  of  the  nation's  most  expensive  and  certainly  its  most 
controversial  social  program.  During  Fiscal  Year  1961  the  Food 
Stamp  program  was  in  operation  in  six  local  jurisdictions  nationwide, 
with  a  total  caseload  of  50,000  recipients.  Today,  food  stamps  are 
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being  distributed  in  3,046  locations  nationwide,  including  Guam, 
Puerto  Rico  and  the  Virgin  Islands. 

In  April,  1975,  the  food  stamp  caseload  peaked  at  a  staggering  19.3 
million  recipients.  This  fact  alone  was  a  signal  to  many  that  the  pro- 
gram had  gone  far  astray  of  its  legislative  purpose  of  raising  levels  of 
nutrition  among  the  nation's  poor;  that,  as  suggested  a  year  earlier 
(April  15,  1974)  in  a  report  of  the  Subcommittee  on  Fiscal  Policy  of 
the  Joint  Economic  Committee,  "the  Food  Stamp  program  has  been 
transformed  into  the  country's  only  universal  income  guarantee, 
available  to  families  of  able-bodied  men  as  well  as  to  other  needy 
persons." 

The  opponents  of  food  stamp  reform  often  could  be  heard  insisting 
that  program  growth  stemmed  flatly  and  plainly  from  its  geographic 
expansion  to  new  locations,  the  termination  of  the  commodities  distri- 
bution program,  and  the  high  unemployment  rates  experienced  during 
the  economic  recession.  It  was  argued  that  nationwide  application  of 
the  Food  Stamp  program  was  complete,  and  that  as  unemployment 
decreased,  the  food  stamp  caseload  also  would  go  down.  In  support  of 
their  view,  the  last  county  entered  the  program  in  March,  1975. 
Also,  as  the  unemployment  rate  went  down  by  0.3  percent  from  8.9 
percent  to  8.6  percent  between  May,  1975,  and  September,  1975,  the 
food  stamp  caseload  dropped  by  727,000  recipients. 

Just  as  in  March,  1975,  3,046  local  jurisdictions  now  are  partic- 
ipating in  the  Food  Stamp  program.  The  unemployment  rate  also 
has  gone  down  by  another  0.8  percent  from  8.6  percent  to  7.8  percent 
since  September,  1975.  Yet,  the  food  stamp  caseload,  which  now  stands 
at  19.1  million  recipients,  has  gone  up  by  493,000  persons  during  the 
same  period. 

According  to  Congressional  Budget  Office  and  U.S.  Department  of 
Agriculture  officials,  the  major  factors  in  the  size  of  the  food  stamp 
caseload  are  food  prices  and  per  capita  disposable  income.  Both 
agencies  expect  unemployment  to  continue  to  go  down  on  into  1977, 
food  price  inflation  to  ease  and  per  capita  disposable  income  to  in- 
crease. Yet,  the  U.S.  Department  of  Agriculture  now  predicts  an 
average  food  stamp  caseload  of  19.9  million  persons  during  Fiscal 
Year  1977  if  nothing  is  done  to  reform  the  program. 

There  is  no  question  that  the  geographic  expansion  of  the  Food 
Stamp  program  and  the  recession  have  had  a  significant  impact  on 
Food  Stamp  program  growth.  What  is  disturbing  is  that  significant 
internal  program  growth  now  is  occurring  seemingly  in  spite  of  these 
factors.  With  studies  showing  that  up  to  one-fourth  of  our  entire 
population  may  be  eligible  to  receive  food  stamps,  the  prospects  of 
continued  uncontrolled  growth  are  startling. 

From  a  financial  perspective,  the  outlook  without  immediate  food 
stamp  reform  also  is  dim.  During  Fiscal  Year  1965,  direct  Federal 
expenditures  for  the  Food  Stamp  program  totaled  $35  million.  During 
Fiscal  Year  1975,  just  ten  years  later,  direct  Federal  expenditures 
totaled  $4.7  billion.  According  to  Administration  estimates,  the  Food 
Stamp  program  will  cost  $5.7  billion  during  the  current  Fiscal  Year — 
an  increase  of  $1  billion,  or  20%,  over  1975.  According  to  Congres- 
sional Budget  Office  and  U.S.  Department  of  Agriculture  estimates 
which  are  based  on  the  most  recent  economic  data,  the  cost  of  the 
Food  Stamp  program  will  go  up  another  $600  million  to  $6.3  billion 
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during  Fiscal  Year  1977  without  reform.  As  stated  earlier,  as  economic 
conditions  continue  to  improve,  the  Food  Stamp  program  continues 
to  grow. 

It  is  well  known  by  those  who  support  a  humane  and  reasoned  ap- 
proach to  the  Food  Stamp  program  that  the  causes  of  the  continued 
unexplained  growth  are  rooted  largely  in  the  basic  rule  governing 
food  stamp  eligibility  and  benefit  levels.  At  present,  these  rules 

•  Place  absolutely  no  limitation  on  the  gross  incomes  of  food  stamp 
households. 

•  Penalize  the  truly  need}^  residing  in  small  households — particu- 
lar]}^ the  aged — and  make  it  easier  for  larger,  high  income  house- 
holds to  get  food  stamps  by  allowing  a  dizz}dng  maze  of  deduc- 
tions from  income  before  eligibility  and  benefits  are  determined. 

•  Subvert  the  intent  of  the  "Poage  work  registration  amendment" 
to  the  Food  Stamp  Act  by  not  requiring  food  stamp  recipients  to 
actively  seek  gainful  employment  and  by  superimposing  certain 
"suitability  of  employment"  provisions  which  allow  unemployed 
recipients  to  legally  refuse  gainful  employment  when  it  is  offered. 

•  Increase  error  rates  and  subsidize  the  temporarily  unemployed 
who  have  sufficient  resources  to  remain  fu%  self-supporting  by 
basing  food  stamp  eligibility  and  benefits  on  anticipated  future 
income. 

•  Allow  food  stamp  recipients  to  have  virtually  unlimited  real  and 
personal  property  by  generally  placing  a  dollar  limitation  only  on 
tangible  liquid  assets. 

•  Aggravate  inequities  with  the  near  poor,  who  either  marginally 
do  not  qualify  for  food  stamps  or  have  too  much  pride  to  partici- 
pate in  the  program,  by  establishing  food  stamp  purchase  require- 
ments at  artificially  low  levels. 

•  Provide  special  inducements  to  college  student  participation  by 
exempting  them  from  the  work  registration  requirement  and  per- 
mitting special  deductions  for  educational  costs. 

•  Permit  strikers — including  illegal  strikers  according  to  a  recent 
court  decision — to  obtain  food  stamps. 

•  Allow  minors  and  runaway  children  to  obtain  food  stamps  as 
independent  households. 

•  Allow  welfare  recipients  to  remain  categorically  eligible  for  food 
stamps  even  though  they  may  not  meet  income  and  resource 
standards  for  the  program. 

•  Do  not  contain  any  meaningful  provision  for  the  nutritional 
education  of  recipients  to  insure  that  food  stamp  benefits  actually 
are  used  to  improve  their  nutritional  levels. 

It  also  is  well  known  by  those  who  support  a  humane  and  reasoned 
approach  to  the  Food  Stamp  program  that  illegal  abuse  is  a  serious 
problem.  According  to  the  latest  Quality  Control  statistics,  46.6 
percent  of  all  food  stamp  cases  are  processed  in  error,  and  one  food 
stamp  dollar  in  four  is  misspent  either  because  of  administrative  in- 
efficiency or  cheating.  Recently,  we  have  been  informed  that  at  least 
$19  million  in  Federal  funds  has  been  issued  or  stolen  by  food  stamp 
vendors  who  sell  food  stamps  to  recipients. 

Finally,  as  recently  as  February  21,  1976,  U.S.  Department  of 
Agriculture  officials  testified  before  the  Committee  on  Agriculture 
that  they  do  not  know  how  much  fraud  and  cheating  is  going  on. 


52 

However,  the  logical  solutions  to  these  problems  are  well  established : 

•  Stricter  rules  and  procedures  with  respect  to  cash  and  coupon 
accountability. 

•  A  system  of  photo-identification  cards  and  countersigned  food 
stamp  warrants  to  insure  that  the  use  of  food  stamps  is  restricted 
to  those  who  are  legitimately  entitled  to  have  them. 

•  A  retrospective  accounting  period  and  monthly  income  reporting 
system  to  insure  that  income  and  resources  are  accurately 
obtained  and  that  changes  in  circumstances  affecting  eligibility 
and  benefits  are  promptly  reported. 

•  A  system  of  earnings  and  benefit  verifications  to  further  enhance 
program  integrity. 

Unfortunately,  and  tragically  so,  as  the  Food  Stamp  program  has 
continued  to  swell  as  a  general  subsidy  for  certain  middle-class  Ameri- 
cans, the  truly  needy  increasingly  have  been  short-changed  on  bene- 
fits to  which  they  are  rightfully  entitled.  As  mentioned  earlier,  this 
problem  is  especially  acute  with  respect  to  our  aged  citizens.  Aged 
food  stamp  recipients  frequently  are  from  one  or  two  person  house- 
holds for  which  aggregate  benefit  levels  are  the  lowest.  But  because 
they  often  are  forced  to  subsist  on  low  fixed  incomes,  their  living 
expenses  also  must  be  kept  to  an  absolute  minimum.  In  terms  of 
current  program  rules,  this  translates  to  fewer  deductions  from  income 
for  eligibility  and  benefit  purposes;  and  this  in  turn  translates  to 
lower  benefits,  higher  purchase  requirements  and  reduced  eligibility 
for  food  stamps. 

The  need  for  immediate  reform  of  the  Food  Stamp  program  is 
apparent  if  the  Federal  Government  is  to  regain  control  of  spiraling 
costs  and,  at  the  same  time,  insure  that  available  resources  are  focused 
upon  the  truly  needy  in  a  humane  and  generous  way. 

THE    LIKELIHOOD    OF    FOOD    STAMP    REFORM 

Efforts  to  reform  the  Food  Stamp  program  have  been  underway 
for  several  months.  A  number  of  bills  now  pending  in  the  Congress 
contain  the  elements  of  a  legislative  solution  to  the  problem.  However, 
the  Congress  and  the  Administration  also  have  recognized  that  man}' 
of  the  needed  changes  can  be  achieved  within  existing  provisions  of 
the  Food  Stamp  Act.  In  December,  the  Congress  approved  the 
Supplemental  Appropriations  Act  of  1976  (P.L.  94-157)  which 
reduced  the  Administration's  request  for  additional  food  stamp 
funds  and  earmarked  $100,000  for  the  revision  of  food  stamp  regula- 
tions. As  stated  in  House  Report  94-645  on  the  supplemental  appro- 
priations bill  : 

In  recommending  an  additional  appropriation  for  the 
food  stamp  program  for  that  part  of  fiscal  year  1976  from 
February  until  June  30,  1976  of  $1,750,000^000,  the  Com- 
mittee has  made  $100,000  of  such  funds  available  only  to 
revise  regulations  as  authorized  by  existing  law.  This  should 
put  an  end  to  man}r  existing  violations.  In  this  connection 
the  committee  takes  note  of  section  5(a)  of  the  Food  Stamp 
Act  which  authorizes  the  Secretary  of  Agriculture  to  estab- 
lish eligibility  standards  and  specifically  provides : 

****participation  in  the  food  stamp  program  shall  be 
limited  to  those  households  whose  income  and  other  financial 
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resources  are  determined  to  be  substantial  limiting  factors 
in  permitting  them  to  purchase  a  nutritionally  adequate 
diet. 

The  House  report  restates  and  further  clarifies  the  legislative 
intent  of  the   supplemental  food   stamp   appropriation,   as  follows: 

These  and  other  suggested  changes  must  be  made  in  the 
regulations  immediately  if  the  program  is  to  be  preserved 
for  the  legitimate  recipient.  The  Committee  has  earmarked 
$100,000  of  the  fiscal  year  1976  appropriation  for  the  specific 
purpose  of  revising  program  regulations  so  as  to  minimize 
existing  misuse  and  unwarranted  expenditures.  The  Depart- 
ment has  indicated  its  willingness  to  try  to  bring  the  abuses  in 
this  program  under  control.  The  Department  can  and  should 
immediately  start  to  revise  their  procedures  to  bring  them  in 
line  with  the  law.  Since  approximate^  three  months  remain 
before  these  funds  are  needed  the  Department  should  have 
in  full  force  and  effect  such  changes  and  revisions  as  are 
necessary  on  or  before  February  1,  1976.  In  view  of  this,  the 
$1,750,000,000  recommended  by  the  Committee  together 
with  canyover  funds,  should  provide  for  the  program  level 
contemplated  bAT  the  Congress  for  fiscal  year  1976.  Available 
also  is  the  $3,453,000,000  appropriated  by  Public  Law  94-122 
for  the  period  June  30,  1975  to  January  30,  1976,  and  approx- 
imately $586,000,000  in  unobligated  funds  carried  over  from 
fiscal  }rear  1975.  Testimony  before  the  Committee  revealed 
that  the  Administration's  request  was  overstated  due  to 
the  recent  decline  in  program  participation,  because  of 
improvements  in  the  economic  condition  of  the  Country 
as  well  as  the  availability  of  canyover  1975  funds  which  were 
not  anticipated  at  the  time  the  request  was  prepared.  There- 
fore, the  Committee  is  able  to  recommend  a  reduction  in 
the  fiscal  year  1976  request  of  $1,387,095,000. 

With  the  new  regulations,  the  $1,039,117,000  previously 
appropriated  for  the  transition  period,  plus  carryover  funds, 
should  be  adequate.  Therefore,  the  Committee  does  not  rec- 
ommend the  appropriation  of  any  additional  funds  for  the 
transition  period  at  this  time.  Should  a  need  develop,  the 
matter  could  be  dealt  with  in  subsequent  appropriation  bills. 

The  Department  moved  to  comply  with  the  intent  of  the  supple- 
mental food  stamp  appropriation  on  February  26,  1976,  when  pro- 
posed reform  regulations  were  published  in  the  Federal  Register. 
Given  a  period  for  comment  and  refinement  of  the  proposed  regula- 
tions in  line  with  the  Administrative  Procedure  Act,  the  Department 
of  Agriculture  anticipates  implementation  of  these  provisions  prior 
to  the  beginning  of  Fiscal  Year  1977. 

The  Department  of  Agriculture's  regulation  changes  will  not 
provide  a  total  solution  to  food  stamp  reform.  They  are,  however, 
a  significant  step  in  the  right  direction,  by : 

1.  Establishing  uniform  national  income  standards  of  eligibility 
for  food  stamp  recipients,  using  the  official  government  poverty 
level  as  the  basis  for  eligibility; 
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2.  Tightening  the  accountability  of  food  stamp  vendors  to  prevent 
misuse  of  stamp  funds;  and 

3.  Requiring  able-bodied  applicants  for  food  stamps  to  actively 
seek  employment  as  a  condition  for  eligibility. 

As  stated  by  the  Department  of  Agriculture,  the  objective  of  these 
regulations  is  to  eliminate  abuses  in  the  food  stamp  program,  to 
control  costs  and  to  increase  benefits  to  persons  who  are  truly  in 
need.  Under  these  standards,  nearly  five  million  persons  would  receive 
increased  benefits,  virtually  all  of  whom  are  either  elderly  or  the 
poorest  of  the  poor  in  this  country.  Approximately  five  million  persons 
would  be  excluded  from  the  program  in  favor  of  those  truly  in  need, 
particularly  the  elderly.  The  new  effect  of  these  reforms  will  be  to 
save  taxpayers  $1.2  billion  a  year. 

This  action  combined  with  further  reform  legislation  should  bring 
Fiscal  Year  1977  Food  Stamp  program  costs  into  line  with  the  Admin- 
istration's recommended  $4,786  billion. 

FOOD  STAMPS  AND  THE  BUDGET 

In  spite  of  the  demonstrated  need  and  reality  of  food  stamp  reform 
the  Committee  has  recommended  that  a  funding  range  be  set  at 
$4.8  billion  to  $6.3  billion  for  Fiscal  Year  1977 — a  nonsolution  that 
is  totally  inconsistent  with  the  intent  of  the  Congressional  Budget 
Act  of  1974.  Further,  the  $6.3  billion  upper  limit  is  based  on  what 
will  be  necessary  with  absolutely  no  reform  either  by  the  Congress 
or  the  Administration.  Finally,  the  $6.3  billion  upper  limit  represents 
a  $649  million  increase  over  actual  food  stamp  expenditures  during 
Fiscal  Year  1976  and  an  increase  of  $1,514  billion  over  the  $4,786 
billion  requested  by  the  Administration. 

This  year  the  Congress  is  facing  the  difficult  challenge  of  fiscal 
responsibility  on  many  fronts.  One  such  front  is  a  runaway  Food 
Stamp  program  which  now  accounts  for  nearly  half  of  the  entire 
USDA  budget,  but  which  still  misses  the  target  in  providing  humane 
and  generous  food  assistance  to  the  truly  needy.  If  one  fact  has  become 
apparent  during  recent  years,  it  is  that  government  no  longer  can 
solve  problems  by  throwing  more  money  at  them.  Congress  scarcely 
has  control  over  food  stamp  costs  because  it  is  an  entitlement  program. 
The  solution  is  rooted  in  basic  program  reforms  which  are  under  way 
both  legislatively  and  administratively.  Rather  than  ignore  the  Presi- 
dent's initiative,  the  Congress  should  applaud  it.  We  should  then 
move  to  work  closely  with  the  Administration  in  completing  reform 
with  the  necessary  supplementary  legislation.  The  Committee  on 
Agriculture  has  faced  its  first  test  of  good  faith  and  resolve  and  has 
failed  on  both  counts. 

In  a  larger  sense,  the  Committee's  vote  on  food  stamps  has  serious 
implications  with  respect  to  overall  government  spending.  We  now 
are  in  the  first  year  of  a  new  budget  process,  which  is  aimed  at  con- 
trolling overall  spending  levels  and  placing  the  relative  costs  and 
priorities  of  individual  programs  into  perspective  with  each  other.  If 
the  Congress  is  to  act  responsibly,  it  can  no  longer  opt  for  the  status 
quo — or  worse,  make  no  decision  at  all — when  change  is  essential. 
Uncontrolled  backdoor  spending,  based  strictly  on  annual  increases 
for  inflation  and  artificially  raised  public  service  expectations  can  no 
longer  be  the  path  of  least  resistance.  The  issues  must  be  confronted 
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and  resolved  on  their  own  merits  if  the  Congress  is  to  ease  the  burden 
of  taxes  and  a  growing  national  debt  on  our  constituents ,  if  economic 
recovery  from  the  recent  recession  is  to  be  further  stimulated  with  a 
balanced  budget;  if  public  confidence  is  to  be  restored  in  our  ability 
to  focus  assistance  on  those  who  legitimately  need  government 
assistance. 

It  is  for  these  reasons  that  we  urge  the  Committee  on  the  Budget 
to  overcome  the  Committee  on  Agriculture's  lack  of  resolve  on  the 
Food  Stamp  program  and  approve  an  amount  of  $4,786  billion  in 
line  with  the  Administration's  proposal. 
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INTRODUCTION     • 

The  Committee  on  Appropriations  submits  the  following  report  in 
compliance  with  Section  301(c)  of  the  Congressional  Budget  and 
Impoundment  Control  Act  of  1974. 

It  should  be  emphasized  that  this  report  identifies  some  of  the  major 
contingencies  and  areas  of  the  budget  that  need  further  examination 
and  that  the  report  should  not  be  interpreted  as  recommendations  of 
the  Committee  on  Appropriations. 

It  should  also  be  pointed  out  that  the  Committee  has  only  begun  the 
fiscal  year  1977  budget  process.  Hearings,  during  which  hundreds  of 
witnesses  from  the  Executive  branch,  the  Congress,  and  the  public  will 
be  heard,  have  not  been  completed  and  much  information  remains  to  be 
developed  before  any  recommendations  can  be  made.  Thus,  it  is  not 
possible  at  this  time  to  make  recommendations  in  this  report.  However, 
the  Committee  has  identified  areas  and  contingencies  that  may 
possibly  lead  to  changes  in  the  budget  and  that  deserve  further 
consideration.  The  Committee  on  Appropriations,  of  course,  will  make 
its  own  specific  recommendations  to  the  House  when  it  reports  the 
various  appropriation  bills  that  are  now  being  developed  by  the 
individual  subcommittees*.  Thus  the  final  determination  of  the  items 
and  totals  will  not  likely  be  completed  until  June  when  all  appropria- 
tion bills  are  expected  to  be  reported  to  the  House. 

The  Committee  emphasizes  that  the  contingencies  identified  herein 
in  no  way  reflect  an  overall  recommendation  on  the  Federal  budget  as 
to  its  size  or  its  priorities.  These  views  and  estimates  reflect  what  might 
happen  if  certain  events  take  place.  It  is  felt  that  bv  identifying  such 
contingencies,  this  report  will  provide  the  Budget  Committee  and  the 
House  with  a  more  complete  understanding  of  possible  factors  that 
may  affect  the  President's  budget  request  now  before  the  Congress. 

COMMITTEE   PROCEDURE 

The  Budget  Act  requires  that  the  Congress  adopt  by  May  15  of  each 
year  a  concurrent  resolution  setting  forth  the  appropriate  levels  of 
total  budget  authority  and  total  outlays,  the  level  of  revenues,  the  level 
of  debt,  and  the  appropriate  amount  of  surplus  or  deficit  in  the  budget. 
The  report  of  the  Budget  Committee  on  this  concurrent  resolution 
shall  also  include  aa  estimate  of  budget  authority  and  outlays  for  each 
major  functional  category  in  the  budget.  Accordingly,  this  report  of 
the  Appropriations  Committee  is  presented  on  the  basis  of  major 
budget  functions.  It  incorporates  the  views  of  the  thirteen  Appropri- 
ation subcommittees  with  respect  to  the  programs  and  activities  under 
their  respective  jurisdictions.  These  views  and  estimates  were  drafted 
and  approved  by  the  subcommittees  prior  to  March  1  and  the  con- 
solidated report  by  functions  was  approved  by  the  Full  Committee 

on  March  11.  — ■ 
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PURPOSE   OF  THE   CONCURRENT  RESOLUTIONS   ON   THE   BUDGET 

The  drafters  of  the  Congressional  Budget  Act  of  1974  recognized 
that  the  legislative  budget  machinery  had  fallen  into  disrepair  over 
a  long  period  of  years.  This  was  due  largely  to  the  excessive  frag- 
mentation of  the  Congressional  budget  process  and  the  relative  inabil- 
ity of  Congress  to  establish  overall  budget  policy  in  terms  of  national 
priorities — with  respect  to  both  taxes  and  spending.  After  months  of 
deliberation,  and  with  the  benefit  of  the  efforts  of  the  Joint  Study 
Committee  on  Budget  Control,  the  Committee  on  Rules  of  the  Houro 
of  Representatives  and  the  Committee  on  Government  Operations  vi! 
the  Senate  reached  conference  agreement  on  a  budget  control  bill  whkl  i 
received  overwhelming  approval  in  both  bodies.  From  the  standpoiirus 
of  the  Committee  on  Appropriations,  this  legislation  embraced  three 
cardinal  principles. 

First,  it  provided  a  mechanism  for  the  Congress  to  relate  consciously 
the  two  sides  of  the  budget — revenues  provided  by  taxes  and  spending 
provided  by  various  appropriations.  Not  since  1865  had  this  been  in 
the  purview  of  a  single  committee. 

Second,  in  recognition  of  the  fragmentation  of  the  budget  process, 
the  new  legislation  undertook  to  close  what  has  become  known  as  the 
"backdoor"  of  the  Treasury.  Backdoor  spending  in  terms  of  contract 
authority,  Treasury  borrowing,  and  entitlement  programs  had  pro- 
liferated to  the  extent  that  the  traditional  authorization  and  appro- 
priations process  was  seriously  crippled. 

Third,  it  provided  for  more  timely  Congressional  budget  decisions 
by  changing  the  fiscal  year  and  providing  for  early  or  advanced  au- 
thorization in  order  to  complete  actions  on  appropriations. 

To  accomplish  the  stated  objectives  of  budget  control,  the  legisla- 
tion adopted  a  mechanism  whereby  the  Congress  would  approve  two 
concurrent  resolutions  on  budget  totals.  The  first  concurrent  resolu- 
tion— at  which  this  report  is  directed — establishes  tentative  legisla- 
tive targets  on  budget  totals  before  detailed  Congressional  action  on 
tax  and  spending  alternatives.  The  second  concurrent  resolution  estab- 
lishes legislative  ceilings  on  budget  totals  after  the  Congress  nas  nad 
an  opportunity  in  the  traditional  manner  to  consider  decisions  having 
budgetary  impact. 

In  recognizing  the  utility  of  the  appropriations  process  during  the 
drafting  of  the  legislation,  the  Rules  Committee  adopted  as  the  proper 
course  the  preservation  and  enhancement  of  the  appropriations  process 
which  has  consistently  demonstrated  its  effectiveness  as  a  means  of 
budget  control. 
>  With  respect  to  the  content  of  the  report  of  the  concurrent  resolu- 
tions on  the  budget,  the  Committee  notes  with  concern  the  tendency 
to  identify  and  to  make  recommendations  for  specific  line,  items.  While 
these  line  item  recommendations  have  no  actual  effect,  they  do  tend 
to  obscure  the  overall  macro-economic  responsibilities  of  the  Budget 
Committee  and  to  needlessly  duplicate  much  of  the  hearings  and  der 
liberations  that  are  the  responsibility  of  the  authorizing  and  appropri- 
ating committees.  Recently,  there  has  been  some  evidence  that  there 
is  increasing  pressure  to  fragment  the  functions  into  more  detailed 
aggregations  of  Federal  activities.  This  fragmentation  should  be 
avoided  since  it  will  only  serve  to  focus  the  overall  debate  on  the 
and  mechanics  of  Federal  programs,  not  the  broad-based 
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macro-level  objectives  of  the  Federal  budget.  The  Committee  consid- 
ers decisionmaking  concerning  specific  line  items  and  programs  to  be 
a  responsibility  of  the  Congress  to  be  achieved  through  the  regular 
authorization  and  appropriations  process.  The  Committee  urges  that 
the  content  of  the  reports  on  the  Concurrent  Resolutions  on  the  Budget 
be  confined  to  the  purposes  set  forth  in  the  Act. 

TIMELY  AUTHORIZATIONS   FOR  APPROPRIATIONS 

The  budget  control  legislation  mandates  that  a  well-ordered  se- 
quence of  events  occur  in  the  legislative  process  so  that  the  objectives 
of  the  Act  might  be  fulfilled.  The  key  ingredients  are  timely  action  on 
bills  providing  authorizations  for  appropriations  and  the  appropria- 
tions bills  themselves.  Traditionally  the  appropriations  bills  are  re- 
ported on  a  timely  basis  once  authorizing  legislation  is  made  avail- 
able. It  is  the  authorization  process  that  in  the  past  has  resulted  in 
frequent  delays.  Without  timely  action  on  all  authorizations,  the  proc- 
ess cannot  work  as  envisioned. 

The  Joint  Study  Committee  on  Budget  Control  in  its  final  report  in 
April  1973,  expressed  the  opinion  that  appropriation  bills  could  be 
speeded  up  appreciably  if  the  authorizations  did  not  occur  in  the  same 
year  as  the  appropriations  and  in  fact  recommended  that  "authoriza- 
tions take  effect  no  earlier  than  the  fiscal  year  after  the  fiscal  year  in 
which  they  are  enacted."  In  other  words,  it  was  contemplated  that  au- 
thorizations would  be  in  place  in  advance  of  the  commencement  of  the 
budget  and  appropriations  process. 

The  House  version  of  the  Congressional  Budget  Act  contained  a 
requirement  that  authorizations  bills  be  reported  by  March  15.  Under 
the  circumstances,  this  decision  represented  an  acceptable  benchmark 
in  a  workable  legislative  budget  timetable.  However,  the  Senate  version 
of  the  bill,  and  ultimately  the  conference  agreement,  provided  for  re- 
porting authorizing  legislation  by  May  15,  two  months  later  than  the 
House  bill  required.  This  date  change  is  presenting  serious  problems. 

Early  last  fall  the  committee  began  struggling  with  a  schedule  for 
handling  the  fiscal  year  1977  appropriations  bills  within  the  framework 
of  the  new  budget  legislation  and  has  now  implemented  a  plan  which 
calls  for  concluding  all  subcommittee  hearings  in  April  and  marking 
up  all  appropriation  bills  between  April  26  and  May  7.  The  Full  Com- 
mittee would  then  consider  all  subcommittee  recommendations  between 
May  24  and  June  4.  A  summary  report  of  Committee  recommendations 
would  be  rendered  to  the  House  pursuant  to  Section  307  of  the  budget 
act  and  all  appropriation  bills  would  be  considered  by  the  House  be- 
tween June  15  and  July  2.  This  would  leave  about  six  work- weeks  for 
Senate  and  final  conference  action  on  spending  measures  before  the 
mid-September  date  for  action  on  the  Second  Concurrent  Resolution. 

Obviously,  if  authorizing  committees  wait  to  report  legislation  until 
the  deadline  of  May  15,  it  will  have  a  minimal  impact  or  no  impact  on 
appropriation  bill  mark-ups  which  must  be  concluded  by  May  7.  If  the 
new  budget  process  is  to  succeed — an  objective  to  which  this  Commit- 
tee is  dedicated — the  legislative  machinery  of  the  House  must  be  timed 
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to  produce  authorizing  legislation  in  advance  of  the  May  15  date  con- 
tained in  the  law.  While  considerable  effort  has  been  directed  at  acceler- 
ating the  consideration  of  authorizing  legislation,  the  Committee  notes 
that  during  this  session  very  few  bills  containing  major  authorizations 
for  1977  appropriations  have  come  to  the  House  floor. 

If  authorizations  are  not  available  in  a  timely  manner  in  such  sensi- 
tive areas  as  national  defense,  international  affairs,  health,  education, 
science,  energy,  and  others,  the  legislative  budget  process  will  flounder, 
and  the  Congress  will  have  forfeited  a  rare  opportunity  to  implement 
effectively  its  will  in  setting  national  priorities  and  establishing  legis- 
lative budget  controls. 

BACKDOOR   SPENDING 

In  adopting  the  new  legislation  in  July  of  1974,  the  Congress  took 
a  giant  step  forward  in  the  area  of  budget  control  by  reversing  the 
trend  toward  the  splintering  of  spending  decisions  and  closing  the 
backdoor  of  the  Treasury  with  respect  to  contract  authority,  entitle- 
ment programs,  and  Treasury  borrowing. 

The  Committee  is  alarmed,  however,  by  the  recent  proliferation  of 
legislative  proposals  involving  program  guarantees,  which  while  they 
do  not  grant  budget  authority  in  the  technical  sense  of  the  term,  do 
pledge  the  full  faith  and  credit  of  the  United  States  government  and 
thus  establish  a  contingent  liability  on  the  taxpayer  virtually  beyond 
the  subsequent  control  of  Congress.  The  fiscal  1977  budget  submitted 
in  January  indicates  that  in  addition  to  the  national  debt,  the  liability 
of  the  federal  government  by  virtue  of  guaranteed  and  insured  loans 
is  some  $176  billion,  up  from  $161  billion  in  1976  and  $153  billion  in 
1975. 

These  liabilities  are  real.  For  example,  the  Administration  has  re- 
quested over  $800  million  to  satisfy  liabilities  associated  with  defaulted 
loans  of  the  Federal  Housing  Administration. 

If  this  practice  of  unrestrained  guarantee  program  is  not  stopped, 
it  appears  the  Congress  will  lose  grasp  of  its  newly  acquired  control  of 
the  backdoor.  Some  recent  examples  of  this  end  run  on  Congressional 
budget  control  include  the  $10  billion  in  Tennessee  Valley  Authority 
loan  guarantees  for  generating  facilities  enacted  last  year;  the  $1.5 
billion  of  mortgage  relief  contained  in  the  Emergency  Housing  Act  of 
1975 ;  the  Arts  and  Artifacts  Indemnity  Act  passed  this  session  indem- 
nifying up  to  $250  million  of  foreign  art  treasures  when  on  display 
in  the  United  States;  the  $60  million  of  guarantees  and  insurance  for 
economic  development  enterprises  contained  in  the  Indian  Financing 
Act;  the  open  ended  liability  for  nuclear  accidents  contained  in  the 
Price- Anderson  Amendments ;  and  the  $250  million  in  loan  guarantees 
for  opening  new  coal  mines  contained  in  the  Energy  Policy  and  Con- 
servation Act. 

There  is  also  legislation  pending  which  would  obligate  the  govern- 
ment through  similar  devices  for  oil  spills  on  the  Outer  Continental 
Shelf  and  for  industrial  and  economic  development  undertakings  as- 
sociated with  energy  projects.  Perhaps  the  best  example  of  the  propor- 
tions that  such  legislation  might  assume  is  the  off-budget  proposal  in 
the^  President's  Budget  to  create  an  Energy  Independence  Authority 
which  could  eventually  commit  the  federal  government  to  expendi- 
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tures  in  the  astonishing  amount  of  $100  billion  through  a  massive 
program  with  mixed  financing  devices  involving  loans,  guarantees, 
and  authority  to  spend  debt  receipts. 

Fortunately,  with  the  cooperation  and  understanding  of  the  legis- 
lative committees  involved,  the  Congress  in  several  instances  has  dem- 
onstrated the  wisdom  to  reject  legislative  provisions  which  circumvent 
the  regular  process.  The  recently  adopted  New  York  City  Seasonal 
Financing  Fund  and  the  Defense  Production  Act  Amendments  are  ex- 
amples. There  must  be  a  better  and  more  widespread  understanding 
by  the  Congress  and  the  Executive  of  the  dangers  legislation  of  this 
nature  presents  to  budget  control. 

OFF-BUDGET  AGENCIES 

The  Committee  is  also  concerned  with  the  rapid  growth  of  off-budget 
agencies.  Off-budget  agencies  are  activities  of  the  federal  government 
which  are  excluded  from  the  budget  on  the  unified  basis.  In  1977  these 
activities  will  add  an  estimated  $11  billion  to  the  public  debt.  The  pro- 
liferation of  off-budget  agencies  is  only  a  recent  phenomenon.  The  first 
program  to  be  excluded  from  the  budget  by  law  was  the  Export-Im- 
port Bank.  This  was  a  1971  act  of  Congress  at  the  urging  of  the  Ex- 
ecutive Branch.  Since  then  the  Postal  Service  fund,  the  Rural  Tele- 
phone Bank,  the  Housing  for  the  Elderly  or  Handicapped  fund,  the 
Federal  Financing  Bank,  and  the  Pension  Guaranty  Corporation  have 
joined  the  ranks  of  off-budget  programs. 

In  fiscal  year  1972  outlays  from  off-budget  agencies  added  about  one 
tenth  of  a  billion  dollars  to  the  public  debt.  In  1974  the  figure  was  $2.7 
billion.  For  fiscal  year  1977  it  is  estimated  the  off-budget  agencies  will 
add  over  $11  billion  to  the  debt. 

A  statement  on  page  12  of  the  budget  submitted  in  January  admits 
that  "In  many  cases  there  is  little  or  no  justification  for  off-budget 
treatment."  Ironically,  on  page  923  of  the  Budget  Appendix  there  ap- 
pears a  major  legislative  proposal  for  the  Energy  Independence  Au- 
thority— off-budget  under  any  reasonable  evaluation  of  the  matter — 
in  the  amount  of  $83  billion  in  new  budget  authority  in  1977. 

Under  law,  the  first  agency  excluded  from  the  budget,  the  Export- 
Import  Bank,  will  return  to  the  budget  on  next  October  1.  The  Con- 
gress and  the  Executive  must  resist  recurring  temptations  to  provide 
favored  treatment  for  programs  by  excluding  them  from  the  budget. 
Indeed,  the  Committee  urges  that  steps  be  taken  to  return  the  pres- 
ently excluded  activities  to  the  budget. 

External  Factors  That  Will  Affect  the  Budget 

In  addition  to  the  major  program  contingencies  highlighted  in  the 
functional  statements  which  follow  later  in  this  report,  there  are  cer- 
tain other  factors  that  may  have  a  significant  effect  on  the  appropria- 
tions requirements  for  fiscal  year JL977. 
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ACTIONS   OF  THE  ECONOMY 


Foremost  among  these  will  be  the  functioning  of  the  nation's  econ- 
omy. The  President's  budget  projects  unemployment  at  6.9  percent, 
inflation  at  6.0  percent,  and  real  growth  at  5.7  percent.  If  these  esti- 
mates are  not  realized,  then  the  effect  on  the  budget  will  be  substantial. 

An  increase  in  unemployment  would  almost  certainly  result  in  in- 
creases in  spending  for  unemployment  compensation,  public  assist- 
ance, food  stamps,  and  other  similar  programs.  There  would  be  even 
greater  pressures  for  job  creating  programs  such  as  public  works  and 
public  service  jobs.  Additionally,  revenues  would  decline  as  more  and 
more  people  become  unemployed. 

Conversely,  greater  improvements  in  unemployment  above  that  pro- 
jected by  the  President  would  result  in  decreases  in  the  above  pro- 
grams and  increases  in  revenue. 

An  increase  in  inflation  would  add  substantially  to  government 
spending,  particularly  as  a  growing  number  of  programs  have  built-in 
increases  that  are  triggered  by  inflation  rate  increases. 

Unfortunately,  decreases  in  inflation  have  little  impact  on  the  budg- 
et in  this  regard,  as  none  of  the  programs  with  built-in  triggers  pro- 
vide for  any  spending  decreases,  even  though  prices  themselves  may 
be  decreasing. 

Real  economic  growth — that  is,  growth  in  the  Gross  National  Prod- 
uct (GNP) — is  at  the  heart  of  the  President's  budget.  The  projection 
of  5.7  percent  growth  in  the  GNP  is  the  main  cause  of  the  estimated 
$53.8  billion  increase  in  tax  revenues  between  fiscal  year  1976  and  fis- 
cal year  1977.  If  economic  growth  falters,  substantial  decreases  in  tax 
revenues  would  occur.  As  discussed  previously  this  would  increase 
Federal  deficit  spending  and  the  national  debt. 

TAX   PROPOSALS 

The  President  has  recommended  a  continuation  of  the  present  tem- 
porary $18  billion  tax  reduction  which  would  otherwise  expire  July  1, 
along  with  an  additional  reduction  of  $10  billion.  This  latter  reduc- 
tion is  based  on  an  accompanying  dollar  for  dollar  spending  reduction. 
If  the  Congress  continues  the  existing  temporary  tax  reduction  but 
does  not  enact  the  additional  $10  billion  reduction,  it  would  result  in 
an  increase  of  $10  billion  in  revenues  over  that  projected  in  the  budget, 
and  an  equivalent  reduction  in  the  projected  deficit. 

The  President  has  also  proposed  increases  in  the  social  security  tax 
rate.  These  changes  would  increase  receipts  by  $3.3  billion  in  1977.  If 
Congress  does  not  adopt  all  or  a  part  of  this  proposal,  then  revenue 
receipts  would. have  to  be  reduced  and  the  national  debt  increased 
accordingly. 

Similarly,  the  President  has  proposed  an  increase  in  the  unemploy- 
ment insurance  tax  rate  which  would  produce  $2.1  billion  in  fiscal  year 
1977.  Failure  to  enact  this  would  result  in  a  proportionate  increase  in 
the  national  debt. 

PORTION  OF  BUDGET  TO  BE  FUNDED  IN  APPROPRIATION  BILLS 

Of  thp  total  new  budget  authoritv  of  $433.4  billion  proposed  in  the 
1977  budget,  approximately  $264  billion,  or  61  percent,  is  subject  to 
funding  in  the  various  annual  and  supplemental  appropriation  bills. 
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The  balance,  $169.4  billion,  involves  budget  authority  pertaining  to 
trust  funds,  permanent  appropriations,  and  other  special  funds  not 
within  the  jurisdiction  of  the  Committee  on  Appropriations. 

Of  the  amount  to  be  funded  through  the  annual  appropriation  proc- 
ess, $76.4  billion,  or  29  percent,  requires  prior  authorizing  legislation. 
Some  of  the  major  programs  in  this  category  include  the  procurement, 
research  and  development  ($32.7  billion),  and  the  military  construc- 
ton  ($3.3  billion)  segments  of  the  national  defense  budget;  a  major 
portion  of  the  international  affairs  budget  ($3.2  billion) ;  energy  re- 
search and  development  ($6.1  billion) ;  the  space  program  ($3.7  bil- 
lion), and  a  significant  portion  of  the  income  security  budget  ($17.0 
billion). 

UNC0KTR0LLABILITY 

Another  major  factor  that  must  be  given  consideration  in  the  estab- 
lishment of  targets  on  budget  authority  and  outlays  is  the  uncon- 
trollability  of  the  requirements  for  many  programs  and  activities. 
About  $65  billion,  or  25  percent,  of  the  budget  authority  to  be  funded 
in  appropriation  bills  are  for  programs  that  are  classified  as  rela- 
tively uncontrollable  under  present  law.  It  is  estimated  that  the  out- 
lays that  will  result  from  these  "uncontrollable"  appropriations  will 
be  $61  billion.  In  addition,  another  $74  billion  in  outlays  result  from 
appropriations  made  in  prior  years  that  are  budgeted  for  expenditure 
during  fiscal  year  1977.  Past  experience  has  shown  a  material  variation 
between  the  actual  requirements  and  the  estimates  for  the  uncon- 
trollable programs.  Where  the  Committee  has  been  able  to  identify 
program  underestimations,  the  contingencies  are  discussed  in  the  indi- 
vidual functional  descriptions. 


In  the  10  years  that  will  end  with  fiscal  1977,  the  public  debt  will 
have  increased  over  $360  billion — as  much  as  had  been  accumulated 
in  the  entire  first  190  years  of  our  existence  as  a  Nation.  Overall,  the 
public  debt  will  total  some  $710.4  billion  by  the  end  of  fiscal  year  1077. 
Interest  payments  on  that  amount  alone  is  some  $45  billion  in  1977. 

Thoughtful  Americans  must  be  concerned  about  such  a  situation. 
For  years  the  Committee  on  Appropriations  has  consistently  appro- 
priated less  than  the  amounts  requested  by  the  President  and  far  less 
than  advocated  by  many  Members  of  Congress  and  numerous  groups 
of  the  public  in  general.  This  has  not  been  an  easy  task,  and  each 
year  it  seems  to  grow  increasinfflv  more  difficult. 

The  new  buderet  process  should  be  helpful  in  this  regard.  By  provid- 
ing tijrht  spending  ceilings  find  by  recommending  adequate  amounts 
of  revenue,  it  will  be  possible  to  improve  the  nation's  fiscal  heolth. 

However,  nothing  will  be  accomplished,  and  in  fact,  mu^h  effort 
wastpd.  if  the  budget  ceil  in  gs  are  onlv  the  products  of  the  adding  up 
of  all  the  desires  of  the  Congress  and  everv  important  pressure  and 
constituent  group  around  the  Nation  without  providing  anv  addi- 
tional revenues.  Under  the  new  process  this  should  not  be  the  case. 
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SUMMARY 


The  Committee  has  identified  contingencies  of  over  $22  billion  in 
oudget  authority  and  almost  $20  billion  in  outlays  which  the  Budget 
Committee  should  examine  closely  in  developing  the  First  Concurrent 
Budget  Resolution. 

The  following  table  shows  the  areas  that  should  have  further  con- 
sideration. The  Committee  on  Appropriations  emphasizes  again  that 
it  is  not  in  any  sense  recommending  the  following  but  simply  identify- 
ing areas  where  greater  examination  must  be  held.  Additionally,  it 
should  be  pointed  out  that  many  of  these  contingencies,  if  they  mate- 
rialize, will  be  covered  by  budget  estimates  which  the  President  would 
submit  and  thus  would  not  be  over  the  budget. 

BUDGET  REQUEST  AND  CONTINGENCY  SUMMARY— FISCAL  YEAR  1977  BUDGET  AUTHORITY  AND  OUTLAYS 

[In  thousands  of  dollars] 


Fiscal  year  1977  budget  authority 


Budget 
request 


Contin- 
gency 


Total 


Fiscal  year  1977  outlays 


Budget          Contin- 
request  gency 


Total 


National  defense 

International  aflairs 

General  science,  space  and 
technology 

Natural  resources,  environ- 
ment and  energy 

Agriculture 

Commerce  and  transpor- 
tation  

Community  and  regional 
development 

Education,  training,  employ- 
mentand  social  services.... 

Health 

Income  security 

Veterans  benefits  and 
services 

Law  enforcement  and  justice.. 

General  Government 

Revenue  sharing 

Interest 

Allowances 

Undistributed  offsetting  re- 
ceipts 


114,904,575 
9, 666, 388 

4,618,427 

9, 702, 476 
2,262,071 


-905  000 


2, 873, 000 
26, 000 


113,999,575 
9, 665,  388 


101, 129,  055 
6,  823,  597 


-53,600 


4,  618, 427    4,  506, 887 


17;  924, 887   6,192,000   24,118,887 
5, 818, 698    618, 200    6, 436,  898 


15,943,033 
38,  037,  998 
157, 678, 003 

17, 680,  864 
3,318,041 
3,  460,  200 
7,  347, 122 

41,  296,  422 

2,  590,  000 

-18,840,185 


6,  218, 084 

1,  416, 000 

2,  305, 000 

2, 222, 000 
96, 000 
82, 229 


1,  000,  000 


101,075,  155 

6,  823,  597 

4,  506, 837 


12,575,476  13,772,354  2,052,800  15,825,154 

2,288,071  1,729,041  25,500  1,754,541 

16,497,824  1,271,500  17,759,324 

5,531,911  327,400  5,859,311 

22,161,117  16,615,147  6,543,844  23,158,991 

39,453,998  34,393,457  1,717,672  36,111,129 

159,983,003  137,114,544  4,529,231  141,643,775 

19,902,864  17,196,459  2,157,000  19,353,453 

3,414,041  3,425,998  81,300  3,507,298 

3,542,429  3,433,030  58,829  3,501,859 

7,347,122  7,350,979 7,350,979 

41,296,422  41,296,812 41,296,812 

2,590,000  2,260,000 2,260,000 

-17,840,185  -18,840,185  1,000,000  -17,840,185 


Total 433,409,020    22,143,513      455,552,533      394,236,910    19,721,476       413,958,386 
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National  Defense 
recapitulation  of  the  president's  budget 

{In  thousands  of  dollars] 


Fiscal  year  1977  outlays 


Budget         From  new         From  prior 
authority  current    year  balances  Total 


Appropriation  request: 

Requiring  authorization 39,123,728       12,861,829 12,861,829 

Not  requiring  authorization 74,214,025       62,535,887       26,062,215         88,598,102 

Subtotal 113,337,753       75,397,716       26,062,215       101,459,931 

Proposed  legislation 483,893  550,093  -23,200  526,893 

Subtotal, appropriation  requests 113,821,646       75,947,809       26,039,015       101,986,824 

Permanent,  trust  funds,  and  other  backdoor  authority....       8,939,415               7,269         6,991,448  6,998,717 

Offsetting  receipts -7,856,486 -7,856,486 

President's  budget  request 114, 904, 575 101, 129, 055 

Functional  Description 

This  function  includes  those  programs  directly  related  to  the  common  defense 
and  security  of  the  United  States.  It  includes  the  raising,  equipping,  and  main- 
taining of  armed  forces,  including  civilian  supporting  activities;  development 
and  utilization  of  weapons  systems,  including  nuclear  weapons;  and  the  pro- 
vision of  military  assistance  to  friendly  governments. 

The  function  provides  direct  compensation  and  benefits  paid  to  active  military 
and  civilan  personnel;  contributions  to  their  retirement,  health,  and  life  insur- 
ance funds ;  military  retired  pay ;  the  conduct  of  defense  research,  development, 
testing,  and  evaluation;  and  procurement,  construction,  stockpiles,  and  other 
activities  undertaken  with  the  direct  objective  of  fostering  our  national  security. 
Included  are  the  military  activities  of  the  Department  of  Defense,  Military 
assistance  programs  to  other  nations,  atomic  energy  defense  activities,  and  the 
defense  related  activities  of  civilian  agencies  including  the  GSA  and  the  Selec- 
tive Service  'System. 

Excluded  from  national  defense  are  benefits  or  compensation  to  veterans  and 
their  dependents  since  these  are  provided  when  the  recipient  is  no  longer  actively 
oontritvutin??  to  our  national  defense.  Also  excluded  are  the  conduct  of  foreign 
relations,  foreign  economic  development  and  humanitarian  assistance,  subsidies 
to  business  by  civilian  agencies  which  may  be  partially  justified  as  promoting 
national  security,  and  research  and  operations  of  agencies  such  as  space  research 
whose  program,  could  result  in  some  significant  benefits  to  our  national  security. 

Committee  Views 

For  fiscal  year  1977  the  budget  recommends  new  authority  totalling 
$114.9  billion  and  outlays  totalling  $101.1  billion  for  national  defense. 
This  is  an  increase  in  budget  authority  of  some  $12.6  billion  over  the 
1976  budget  estimate. 

It  now  appears,  after  some  six  weeks  of  hearings  and  analysis  of  the 
budget,  that  large  reductions  will  not  be  possible  in  fiscal  year  1977 
without  adversely  affecting  the  nation's  defense  security.  This  of 
course  is  not  a  final  judgment  as  the  hearings  have  not  yet  been  com- 
pleted and  no  mark-up  has  been  held. 
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The  Committee  is  concerned  that  the  Soviet  Union  is  continuing  to 
build  up  its  strategic  nuclear  forces  at  a  rapid  rate  while  the  Stra- 
tegic Arms  Limitations  Talks  are  underway.  The  Committee  believes 
that  it  would  be  prudent  to  make  a  more  adequate  response  to  the  con- 
tinued Soviet  build  up  which  would  put  the  United  States  in  a  better 
position  to  proceed  expeditiously  with  the  enhancement  of  strategic 
nuclear  forces  in  the  event  of  a  failure  to  reach  a  SALT  agreement. 
Therefore,  certain  contingencies  have  been  identified  which  would  pro- 
vide for  increases  in  United  States  strategic  forces  over  and  above 
the  amounts  in  the  budget  in  a  total  amount  of  some  $600,000,000.  For 
example,  the  Committee  feels  that  consideration  should  be  given  to  the 
continuation  of  the  Minuteman  III  production  line,  the  initiation  of 
production  of  the  MK  12A  reentry  vehicle.,  the  acceleration  of  the  MX 
Advanced  Intercontinental  Ballistic  Missile  development  effort,  and 
more  adequate  funding  of  the  B-l  strategic  manned  bomber  program. 

The  Committee's  considerations  also  include  provision  for  continu- 
ing the  operation  of  military  commissaries  at  the  presently  prevailing 
surcharge  rate. 

There  are  indications  that  Congress  mav  maintain  the  present 
strength  levels  of  the  National  Guard  and  Reserve  Components.  In 
addition,  Congress  may  reject  the  budget  proposals  to  transfer  a  num- 
ber of  Reservists  from  pay  group  category  A  to  pay  group  category  B 
and  the  reduction  of  administrative  pay.  Thus,  additional  funds  would 
be  needed  to  accomplish  these  purposes. 

The  Committee  has  identified  additional  contingencies  in  which  con- 
sideration might  be  given  to  certain  downward  adjustments  in  the 
budget  requests.  Such  reductions  could  include  rejection  of  the  Ad- 
ministration's proposal  to  create  a  stock  fund  surcharge.  The  Congress 
may  also  wish  to  effect  some  reductions  in  the  real  growth  proiected 
in  funding  for  the  procurement  of  communications  equipment.  Incre- 
mental funding  of  the  cost  growth  and  escalation  requirements  in  prior 
year's  shipbuilding  programs  could  be  implemented  and  consideration 
could  then  be  given  to  the  deletion  of  funds  not  required  for  obligation 
in  fiscal  year  1977. 

It  is  possible  that  procurement  of  Airborne  ^Yarning  and  Control 
Aircraft  (AWACS)  could  prudently  be  held  to  three  aircraft  in  fiscal 
year  1977  instead  of  six  aircraft  as  proposed  in  the  budget.  In  view  of 
the  recently  announced  reorganization  of  the  intelligence  community 
and  the  anticipation  of  savings  which  should  result  from  this  reor- 
ganization, some  reductions  might  be  possible  in  the  budget  for  the 
intelligence  community. 

Overall,  these  contingencies — both  plusses  arid  minuses — would  rep- 
resent a  reduction  of  $930,000,000  in  budget  authority  and  $160,600,000 
in  outlays  in  comparison  to  the  budget  estimates. 

The  Committee  has  also  noted  various  proposals  included  in  the 
Defense  budget  which  require  the  enactment  of  specific  legislation  by 
the  Congress.  The  most  important  item  in  this  category  in  dollar 
amounts  involves  the  level  of  pay  raises  to  be  granted  Federal  civilian 
and  military  employees.  The  budget  is  projected  on  the  basis  of  pay 
raises  of  4.7  percent  for  general  schedule  and  military  personnel  and 
3.4  percent  for  civilian  wage  board  emplovees.  If  Congress  provides 
larger  pay  raises,  then  additional  .fiincls.  would  be  required. 
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MILITARY    CONSTRUCTION 


The  military  construction  appropriation  request  for  fiscal  year  1977 
represents  a  reduction  of  $118  million  in  new  budget  authority  below 
that  provided  in  fiscal  year  1976  and  an  increase  in  outlays  of  $30 
million  over  that  presently  estimated  for  fiscal  year  1976. 

This  year  the  budget  proposes  heavy  investments  for  special  em- 
phasis programs.  There  is,  consequently,  a  relatively  small  allowance 
for  the  normal  types  of  projects  required  to  meet  the  services'  long- 
range  facilities  deficits,  presently  estimated  at  $22.6  billion.  Of  the 
$2,237,300,000  requested  for  construction,  including  family  housing 
construction  for  the  active  services  and  Defense  agencies,  large 
amounts  are  to  be  applied  to  special  programs  such  as  the  aeropropul- 
sion  systems  test  facility  (ASTF),  $437  million;  Trident  support  fa- 
cilities, $140,5  million;  energy  conserving  facilities  modifications, 
$159.4  million;  pollution  abatement,  $180.7  million;  nuclear  weapons 
security,  $110.4  million ;  NATO  infrastructure,  $76  million ;  and  $180.3 
million  for  planning,  minor  construction  and  minor  land  acquisition, 
and  defense  access  roads. 

Although  the  fiscal  year  1977  military  construction  request  is  close 
in  total  to  last  year's  approved  program,  it  is  changed  in  content.  The 
major  increases  from  last  year  have  been  in  the  special  emphasis 
projects  at  the  expense  of  more  ordinary  items.  The  aeropropulsion  sys- 
tems test  facility  is  a  major  investment  to  provide  greatly  increased 
test  capability  for  jet  engines.  It  is  a  national  project  and  has  been 
carefully  coordinated  between  the  military,  NASA,  and  other  Govern- 
ment agencies.  If  proven  to  be  required  and  fully  funded  in  fiscal 
year  1977,  it  will  have  caused  a  one-time  distortion  in  the  remainder 
of  the  program.  If  not  approved,  it  will  represent  a  significant  13  per- 
cent decrease  to  the  fiscal  year  1977  request.  In  addition  to  the  $437 
million  increase  for  ASTF,  programs  for  energy  conservation,  nuclear 
weapons  security,  and  family  housing  operations  and  maintenance  have 
increased  by  over  $150  million.  These  program  increases  from  last 
year's  levels  are  necessary  but  provide  few  new  facilities  to  support 
or  house  the  military  services.  In  the  fiscal  year  1977  request  there  is 
an  allowance  made  to  reflect  the  impact  of  a  9  percent  inflation  rate 
on  the  military  construction  program.  For  construction,  this  amounts 
•to  an  increase  of  $197  million.  However,  this  has  had  to  be  absorbed 
in  a  lower  overall  program  level.  Thus  the  actual  decrease  in  the  usual 
military  construction  program  is  over  $800  million  if  the  effect  of  in- 
flation and  increases  in  unusual  projects  are  considered.  In  short,  the 
al  year  1977  military  construction  request  is  very  tight. 
As  indicated  last  year,  the  amounts  budgeted  for  family  housing 
operation  and  maintenance  are  insufficient.  An  additional  $25  million 
was  added  by  the  Congress  in  this  area  last  year,  but  even  with  this 
addition,  the  backlog  of  essential   family  housing  maintenance  is 
expected  to  increase  by  $20  million  during  fiscal  year  1976.  The  fiscal 
year  1977  request  is  inadequate  to  prevent  further  growth  in  this  main- 
tenance backlog.  Hopefully,  funds  can  be  added  this  year.  Since  these 
operation  and  maintenance  funds  are  largely  expended  during  the 
fiscal   year,   any   additions  in   appropriations  would   cause   similar 
increases  in  outlays. 
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Outlays  for  fiscal  year  1977,  as  projected  in  the  budget,  may  be  some- 
what understated.  Outlays  for  military  construction  are  calculated 
based  upon  historic  rates  of  expenditure  applied  to  approved  program 
levels.  In  past  years,  the  Air  Force  has  been  able  to  award  its  program 
reasonably  promptly.  The  Army  and  Navy  have  made  real  progress  in 
the  past  year  in  reducing  the  time  lag  between  approval  of  projects  by 
the  Congress  and  the  award  of  their  projects.  This  accelerates  the  rate 
of  expenditure.  In  additon,  increased  program  levels  in  fiscal  year  1977 
for  energy  conservation  projects,  which  are  often  relatively  small 
projects  of  short  duration,  should  further  accelerate  the  normal  rate 
of  outlays.  Thus,  it  is  possible  that  budget  projections  for  military 
construction  expenditures  for  fiscal  year  1977  may  be  low,  particu- 
larly in  the  early  months  of  the  fiscal  year.  It  is  difficult  to  predict  by 
how  much,  but  the  order  of  magnitude  could  be  up  to  $100  million. 
In  view  of  the  low  levels  of  employment  in  the  construction  industry 
at  the  present  time,  it  is  probably  desirable  that  outlays  be  more  rapid 
than  predicted.  In  any  case,  because  so  few  construction  expenditures 
occur  during  the  program  year,  there  is  very  little  action  that  the  Con- 
gress can  take  upon  the  fiscal  year  1977  request  which  will  cause  any 
significant  effect  on  outlays  during  fiscal  year  1977.  The  principal  ex- 
ception would  be  changing  the  level  of  family  housing  operations  and 
maintenance  appropriations  levels  significantly. 

In  view  of  indicated  deficiencies  a  minimum  prudent  estimate  of 
$3,467,000,000  Budget  Authority  is  recommended  for  the  Military  Con- 
struction element  in  the  1st  Concurrent  Budget  Resolution.  As  indi- 
cated above  the  budget  estimated  outlays  of  $3,197,000,000  may  be  too 
low. 

It  should  be  emphasized  that  the  budgeted  appropriation  level  will 
result  in  a  further  deterioration  in  the  condition  of  the  Department  of 
Defense  real  property  account  which  will  have  to  be  addressed  in  the 
near  future.  The  obvious  needs  are  such  that  we  cannot  afford  a  reduc- 
tion in  this  year's  Military  Construction  appropriation  below  +he 
recommended  amounts. 

FOREIGN    MILITARY    ASSISTANCE 

For  1977  the  budget  requests  $1.1  billion  for  military  assistance. 
This  is  a  reduction  of  $340.5  million  compared  to  the  1976  level  and  is 
accounted  for  mainly  by  a  reduction  of  some  $500  million  compared  to 
what  was  requested  for  Israel  in  1976.  A  discussion  of  this  program 
appears  under  the  International  Affairs  function. 

SELECTIVE    SERVICE    SYSTEM 

The  1977  budget  request  for  the  Selective  Service  System  is  $6,800,- 
000,  a  reduction  of  $30,700,000  below  the  1976  level.  This  is  a  result  of 
the  Administration's  converting  the  system  to  a  "deep  standby"  pos- 
ture eliminating  any  registration  function,  all  state  headquarters, 
local  boards,  and  the  appeal  board  structure. 

It  may  be  possible  that  more  is  needed  than  a  "deep  standby"  pos- 
ture if  the  nation  is  to  maintain  its  defense  manpower  readiness.  If, 
at  a  minimum,  annual  registration  was  maintained,  this  would  add 
approximately  $12  million  tqjunding  requirements  for  this  program. 
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NUCLEAR   WEAPONS 


The  budget  for  the  Energy  Research  and  Development  Admin- 
istration for  1977  proposed  an  increase  over  1976  of  some  $352 
million  in  budget  authority  for  the  National  Security  Program. 
Of  this  increase  $203  million  is  for  weapons  development  and  produc- 
tion, the  remainder  for  materials  production  and  waste  management. 
The  proposed  increase  for  weapons  includes  a  $97  million  increase  in 
production  and  surveillance  to  produce  fewer  items  than  programmed 
in  1976.  Realizing  that  there  are  certain  fixed  costs  inherent  in  any  pro- 
duction complex  and  that  the  cost  of  living  increase  should  be  provided 
to  maintain  the  facilities,  a  reduction  is  nonetheless  in  order.  A  pos- 
sible contingency  reduction  of  $25  million  in  budget  authority  and 
$18  million  in  outlays  has  been  identified.  Funds  should  be  included  to 
maintain  the  research  and  development  capability  developed  by  ERDA 
and  to  maintain  the  facilities  at  a  high  level. 
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International  Affairs 
recap itulatron  of  tke  president's  budget 

[In  thousands  of  doHarsf 


Budget 
authority 


Fiscal  year  1977  outlays 


From  new        From  prior 
current    ysar  balances 


Total 


Appropriation-  Request: 

Requiting  authorrzaiion 3,  242,  275 

Not  requiring  authorization 3,  074;  797 

Subtotal.. 6,317,072 

Proposed  legislation  and  rescissions. 531,667 

Subtotal,  appropriation  requests 6,  848,  739 

Permanent,  trust  funds,  and  other  backdoor  authority..  3,431,953 

Offsetting  receipts -614,  304 

President's  budget  request 9, 666,  388 


1,  767,  395 
1,  845,  223 


2,  426,  562 


3,612,618 
9,000 


2,  426,  562 
10,  600 


1,  767,  395 
4,271,785 


6,039,180 
19,600 


3,  621,  613         2,  437, 162  6,  058,  78C 

60,269         1,318,852  1,379,121 

-614,304 


6,  823,  597 


Functional  Description 

This  function  is  concerned  with  the  establishment  and  maintenance  of  peace- 
ful relations,  commerce,  travel,  and  development  between  the  United  States 
and  the  remainder  of  the  world.  It  includes  the  conduct  of  foreign  affairs, 
membership  in  international  organizations,  foreign  information  and  exchange 
activities,  economic  assistance  programs,  and  grant  and  loan  programs  designed 
to  foster  foreign  commerce. 

These  activities  are  carried  out  through  the  Agency  for  International  De- 
velopment, the  Departments  of  State,  Agriculture,  Transportation,  and  inde- 
pendent agencies,  including  ACTION  (Peace  Corps),  the  United  States  Infor- 
mation Agency,  the  Export-Import  Bank,  the  Arms  Control  and  Disarmament 
Agency,  and  the  International  Trade  Commission. 

Committee  Views 


FOREIGN  AID 

With  more  than  eight  months  of  the  current  fiscal  year  having 
elapsed,  a  major  portion  of  the  required  fiscal  year  1976  authorizing 
legislation  for  the  foreign  assistance  program  still  has  not  been 
enacted  into  law.  Consequently,  there  is  no  appropriation  act  for  the 
fiscal  year  which  ends  on  June  30  although  the  bill  passed  the  House 
on  March  4.  Authorization  for  large  portions  of  the  fiscal  year 
1977  program  is  not  even  in  sight.  It  is  therefore  especially  difficult 
for  the  Committee  to  forecast  at  this  time  what  level  of  funding  might 
properly  obtain  for  fiscal  year  1977. 

The  foreign  aid  budget  for  fiscal  1977  is  some  $700  million  below 
the  level  requested  by  the  President  for  fiscal  year  1976.  This  is  ac- 
counted for  mainly  by  the  reduction  of  some  $500  million  for  Israel. 

Historically,  Congress  has  made  significant  cuts  in  the  foreign  aid 
programs  below  amounts  requested  by  the  President.  However,  the 
complexion  of  the  foreign  aid  budget  is  somewhat  different  than  in 
former  years. 
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Committee  action  on  the  fiscal  1976  Foreign  Aid  bill  resulted  in  a 
net  reduction  of  $775  million.  The  fiscal  1975  bill  enacted  early  last 
year  was  cut  some  $2.3  billion  in  budget  authority.  The  fiscal  1974 
budget  was  cut  by  over  $1  billion;  fiscal  1973,  by  $1.5  billion. 

In  view  of  the  President's  request  which  is  $700  million  below  the 
1976  request  and  ha  view  of  the  fact  that  a  large  portion  of  the  1977 
request — some  $2.3  billion — is  associated  with  peace  in  the  Middle 
East,  it  may  not  be  accurate  to  assume  that  cuts  can  be  made  in  the 
foreign  assistance  budget  of  the  size  made  in  recent  years.  If  Con- 
gress continues  to  support  the  Middle  East  peace  settlement  and 
continues  to  support  the  development  assistance  initiatives  it  helped 
to  establish,  the  amount  of  future  reductions  will  probably  decline 
because  a  large  portion  of  the  funds  requested  in  fiscal  year  1977  are 
programed  for  these  areas.  The  Committee  notices  some  areas  in  the 
fiscal  year  1977  budget  where  requests  have  been  increased  over  fiscal 
year  1976  which  could  possibly  result  in  reductions  after  detailed  hear- 
ings are  conducted.  Certainly  the  Committee  will  examine  the  Presi- 
dent's foreign  aid  proposals  critically.  It  is  also  possible  that  the 
Congress  may  not  decrease  the  amount  of  military  assistance  available 
by  the  amount  contained  in  the  1977  budget,  especially  as  it  relates  to 
Israel.  If  this  happens,  then  additional  funds  will  have  to  be  made 

available. 
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General  Science,  Space,  and  Technology 

recapitulation  of  the  president's  budget 

[In  thousands  of  dollars} 


Fiscal  year  1977  outlays 


Budget         From  new        From  prior 
authority  current    year  balances  Total 


Appropriation  request: 

Requiring  authorization 4,615,750         2,858,685 2,858,685 

Not  requiring  authorization 1,900  1,900         1,645,517  1,647,417 


Subtotal,  appropriation  requests 4,617,650         2,860,585         1,645,517  4,506,102 

-Permanent,  trust  funds,  and  other  backdoor  authority...              3,155                1,052               2,111  3,163 

Offsetting  receipts -2,378 -2,378 

President's  budget  request 4,618,427 4,506,887 

Functional  Description 

This  function  includes  science  and  research  activities  of  the  Federal  Govern- 
ment where  the  goal  is  man's  general  advancement  of  knowledge.  In  addition, 
research  programs  that  ha  'e  diverse  goals  and  cannot  readily  be  classified  into 
one  specific  function  are  also  placed  here  to  avoid  detailed  splitting  of  accounts. 

Included  in  this  function  are  general  scientific  research  programs  that  are  not 
an  integral  part  of  the  programs  conducted  under  another  function.  This  includes 
space  research  and  technology,  except  aeronautical  technology  of  NASA ;  re- 
search conducted  by  the  Xational  Science  Foundation ;  and  the  broad-based  sci- 
entific activities  of  the  Energy  Research  and  Development  Administration. 

Research  programs  that  are  an  integral  part  of  the  achievement  of  other  major 
functions — e.g.,  health,  national  defense,  energy — are  excluded  from  this  function. 
Only  if  a  research  program  cannot  readily  be  included  in  other  functions  is  it 
classified  in  this  function. 

Committee  Views 

The  Xational  Aeronautics  and  Space  Administration  and  the  Xa- 
tional Science  Foundation  make  up  the  largest  share  of  the  General 
Science,  Space,  and  Technology  function  of  the  budget.  The  request 
for  XASA  in  1977  is  $3,697,000,000.  This  is  an  increase  of  $141,992,000 
above  1976,  including  a  pending  supplemental  request.  The  additional 
funds  are  committed  to  the  second  peak  year  funding  for  the  space 
shuttle  and  inflationary  costs. 

The  Xational  Science  Foundation  is  requesting  $802  million  in  fiscal 
year  1977,  an  increase  of  $88  million  over  fiscal  year  1976.  The  Com- 
mittee expects  that  some  of  the  additional  resources  requested  in  the 
1977  budget  may  be  appropriated  to  XASA  for  work  in  energy  re- 
search, new  aeronautical  facilities,  and  application  satellites. 

16 


■249   O  -  76  - 


74 


Natural  Resources,  Environment,  and  Energy 
recapitulation  of  the  president's  budget 

[In  thousands  of  dollars] 


Fiscal  year  1977  outlays 


Budget         From  new        From  prior 
authority  current    year  balances  Total 


Appropriation  request: 

Requiring  authorization 5,261,285         2,536,752 2,536,752 

Not  requiring  authorization 5,911,233         4,133,428         7,837,936  11,971,364 

Subtotal 11,172,518         6,670,180         7,837,936  14,508,116 

Proposed  legislation  and  rescissions 462,356            256,342            102,110  358,452 

Subtotal,  appropriation  requests 11,634,874         6,926,522         7,940,046  14,866  568 

Permanent,  trust  funds,  and  other  backdoor  authority. ..  -287, 805         —579, 628         1, 130, 007  550, 379 

Offsetting  receipts -1,644,593 -1,644,593 

President's  budget  request 9,702,476 13,772,354 


Functional  Description 

This  function  includes  those  programs  whose  primary  purpose  is  to  develop, 
manage,  and  maintain  the  Nation's  natural  resources  and  environment  or  to 
promote  the  conservation  and  development  of  energy  resources.  It  encompasses 
development  and  management  of  water  resources  and  power ;  protection  and  en- 
hancement of  environmental  quality ;  development  and  maintenance  of  recrea- 
tional resources ;  promotion  of  the  prudent  use  of  forest  and  mineral  resources ; 
nondefense  research  and  applications  of  nuclear  power,  fossil  fuels,  and  other 
energy  sources ;  other  energy  programs  such  as  fuel  allocation  and  energy  con- 
servation programs ;  the  fostering  of  conservation  practices  on  both  public  and 
private  lands ;  and  the  management  of  the  public  domain. 

Agencies  that  carry  out  these  activities  include  the  Corps  of  Engineers,  the 
Departments  of  Agriculture,  Interior,  and  Commerce,  the  Energy  Research  and 
Development  Administration,  the  Environmental  Protection  Agency,  the  Fed- 
eral Power  Commission,  the  Federal  Energy  Administration,  the  Nuclear  Regu- 
latory Commission  and  the  Tennessee  Valley  Authority. 

Excluded  from  this  function  are  urban  water  supply  programs,  basic  sewer 
systems,  and  waste  treatment  plants  that  are  an  integral  part  of  a  Federal  facil- 
ity (such  as  a  military  installation)  unless  they  are  an  integral  part  of  an  en- 
vironmental protection  program  and  are  specifically  funded  as  environmental 
protection. 

Committee  Views 

public  works  projects 

In  the  judgment  of  the  Committee,  the  budget  for  water  resource 
development  for  fiscal  1977  is  totally  inadequate.  The  budget  includes 
no  new  construction  starts  and  most  ongoing  projects  are  not  ade- 
quately funded.  Even  power  related  projects  are  funded  at  the  mini- 
mum amount  to  meet  power  delivery  dates  previously  established.  No 
attempt  is  made  to  keep  projects  on  schedule  notwithstanding  inflation 
rates  which  are  increasing  costs  substantially  each  year. 
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Without  new  starts,  no  new  benefits  will  be  forthcoming  to  help  meet 
the  Nation's  water  resource  needs.  The  Committee,  which  is  experi- 
enced and  knowledgeable  in  this  area,  is  of  the  opinion  that  additional 
survey  starts,  as  well  as  construction  and  design  starts,  are  essential 
to  provide  benefits  in  the  public  interest. 

Further,  the  Administration  has  diverted  funds  appropriated  by 
the  Congress  to  the  Corps  of  Engineers  for  project  construction  work 
to  emergency  flood  control  work.  While  the  utilization  of  funds  to 
meet  emergency  flood  control  problems  is  authorized,  funds  so  util- 
ized are  to  be  replenished  through  annual  and  supplemental  budget 
requests.  Currently,  $65^000 .000  is  needed  to  replenish  the  emergency 
fund  and  repay  the  funds  borrowed  from  other  accounts  to  provide 
for  emergency  work  because  of  various  floods  that  have  occurred.  No 
funds  are  requested  either  in  the  budget  for  1977  or  to  date  in  a  sup- 
plemental 1976  request  to  restore  the  funds  already  used  for  this  pur- 
pose. In  effect  this  amounts  to  unauthorized  impoundment  by  the  Ad- 
ministration. 

In  view  of  the  prevailing  situation  in  the  budget  for  such  public 
works  projects  the  Committee  has  identified  a  contingency  under  this 
functional  category  of  $515  million  in  budget  authority  and  $430  mil- 
lion in  outlays  in  fiscal  year  1977. 

ENVIRONMENTAL   PROTECTION   AGENCY 

The  1977  budget  request  for  the  Environmental  Protection  Agencv 
is  $718,192,000,  a  decrease  of  $53,328,000  below  the  1976  level.  Of  this 
decrease,  $38  million  occurs  in  assistance  to  areawide  water  quality 
management  planning  agencies  funded  under  Section  208  of  the  Fed- 
eral Water  Pollution  Control  Act.  The  bulk  of  the  remainder  of  the 
decrease  arises  from  $15  million  appropriated  in  1976  for  the  Clean 
Lakes  Program  which  is  not  carried  forward  into  1977.  The  budget 
also  proposes  decreases  in  both  water  and  air  control  agency  grants 
to  the  States. 

With  respect  to  the  planning  grants  program,  a  lawsuit  is  pending 
against  EPA  which  seeks  to  release  $137  million  of  funds  previously 
authorized  as  "backdoor"  spending,  but  not  used  by  EPA.  Depending 
on  the  outcome  of  that  suit,  it  is  expected  that  a  total  of  from  $20  to 
$60  million  in  additional  funding  for  EPA  mav  be  necessary  in  1977. 

The  budget  also  includes  $4,100,000,000  to  'liquidate  contract  au- 
thority under  construction  grants  in  fiscal  year  1977.  Early  analysis 
of  this  estimate  suggests  that  it  could  be  from  $200  to  $300  million 
high,  but  this  does  not  produce  an  actual  saving  in  outlays.  The  over- 
age in  the  estimate  for  1977  will  be  offset  by  the  anticipated  supple- 
mental of  approximately  $300  million  in  fiscal  year  1976. 

NEW   URANIUM  ENRICHMENT 

_  It  is  essential  that  additional  uranium  enrichment  capacity  be  pro- 
vided for  power  reactor  fuel  in  the  mid-1980s. 

The  Joint  Committee  on  Atomic  Energy  (JCAE)  is  presently  re- 
viewing the  Administration  proposal  to  allow  private  industry  to  pro- 
vide the  next  increment  of  uranium  enrichment  using  the  gaseous 
diffusion  process,  and  at  a  later  date,  using  the  centrifuge  process.  The 
JCAE  is  also  considering  allowing  ERDA  to  provide  the  next  in- 
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crement  of  uranium  enrichment  rather  than  private  industry.  This 
would  be  done  through  the  so-called  "Hedge  Plan." 

The  "Hedge  Plan"  includes  a  concept  for  design,  advanced  procure- 
ment, and  preparation  for  construction  of  an  8.75  million  SWU/year 
add-on  gaseous  diffusion  plant  by  ERDA.  The  total  estimated  cost  of 
this  add-on  plant  is  in  the  range  of  $2.8  billion. 

The  budget  identifies  a  proposed  supplemental  request  of  $6  mil- 
lion in  FY  1976  and  $35.0  million  in  the  Transition  Quarter  for  the 
"Hedge  Plan."  The  final  submission  of  a  1976  supplemental  and  a 
1977  amendment  will  depend  on  the  outcome  of  detailed  analysis  of 
the  requirements  for  the  back-up  plan. 

Because  of  the  problems  in  constructing  such  a  plant  and  the  mag- 
nitude of  the  total  commitment  in  the  range  of  $8  billion  required  if 
the  private  companies  were  to  enter  the  gaseous  diffusion  process,  the 
Committee  believes  that  the  Federal  Government  should  provide  the 
next  increment  of  uranium  enrichment  capacity.  Accordingly,  the 
Committee  has  identified  a  contingency  for  this  purpose  of  $236  mil- 
lion in  budget  authority  and  $100  million  in  outlavs  for  fiscal  year 
1977. 

SALE   OF  ENRICHED   URANIUM 

The  Energy  Research  and  Development  Administration  is  per- 
mitted by  law  to  use  the  proceeds  from  the  sale  of  enrichment  uranium 
thereby  reducing  appropriation  requests.  The  Committee  on  Appro- 
priations plans  to  consider  a  limitation  in  the  bill  on  the  amount  ERDA 
may  use  from  proceeds  collected  in  1977.  Proposed  legislation  would 
increase  the  sale  price  of  this  product  to  a  more  realistic  level.  Should 
this  transpire,  both  budget  authority  and  outlays  might  be  reduced 
in  the  range  of  $90  million  in  fiscal  1977. 

NONNUCLEAR  ENERGY 

Although  the  budget  reflects  increases  in  non-nuclear  energy  re- 
search, development  and  demonstration  programs,  they  are  relatively 
small  compared  to  the  levels  provided  in  fiscal  1976  authorizing  leg- 
islation. Because  Congressional  action  in  this  area  occurred  late  m 
calendar  year  1975,  appropriations  for  fiscal  year  1976  were  held  to 
amounts  that  could  be  utilized  properly  during  the  balance  of  the  fiscal 
year.  This  year  Congressional  action  should  be  complete  before  th^ 
new  fiscal  year  begins.  The  Committee  believes  thai  energy  research, 
development  and  demonstration  is  vital  if  the  United  States  is  to 
continue  its  long-range  economic  .growth.  Efforts  should  be  accelerated 
within  the  framework  of  well  conceived  and  wisely  managed  programs 
in  the  area  of  solar  and  geothermal  and  possibly  fusion  programs, 
offset  by  modest  deductions  in  other  programs.  Therefore  the  Com- 
mittee has  identified  contingencies  to  be  added  to  the  budget  in  fiscal 
1977  for  these  purposes  in  the  net  amounts  of  $94  million  in  budget 
authority  and  $72  million  in  outlays. 

PROTECTION   OF  LAND  FOR  FOOD  PRODUCTION 

The  Committee  has  always  considered  it  vital  that- the  nation's  ir- 
replaceable land  and  water  resources  be  conserved  and  notes  that  the 
tillage  of  additional  areas  to  increase  food  production  in  recent  years 
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has  already  revealed  evidence  of  wind  and  water  erosion.  The  Com- 
mittee is  convinced  that  adequate  watershed  and  flood  prevention 
operations  must  be  maintained  and  believes  that  the  proposed  termina- 
tion or  massive  reduction  in  such  essential  activities  as  the  Agricul- 
tural Conservation  Program,  the  Forestry  Incentives  Program  and 
the  Water  Bank  Program  will  be  reversed  by  the  Congress.  Accord- 
ingly, the  Committee  has  identified  contingencies  in  the  1977  budget 
for  such  purposes  in  the  amount  of  $285  million  in  budget  authority 
and  $80  million  in  outlays. 

OTHER   CONTINGENCIES 

Within  this  functional  category,  the  Committee  also  identifies  other 
contingencies  aggregating  $1,783  billion  in  budget  authority  and  $1,435 
billion  in  outlays  in  fiscal  1977.  By  far,  the  largest  portion  of  this 
contingency,  $1.1  billion,  is  associated  with  the  Energy  Policy  and 
Conservation  Act.  Although  the  budget  does  not  include  funds  for  this 
purpose,  it  indicates  that  a  fiscal  year  1976  supplemental  and  1977 
amendment  will  be  transmitted  when  the  requirements  for  implement- 
ing the  Act  are  known. 

Also  included  in  the  above  contingency  are  funds  for  firefighting 
costs,  which  usually  have  not  been  provided  in  the  annual  budget. 
The  Committee  believes  it  necessary  to  provide  for  firefighting  costs 
for  the  Forest  Service,  the  Bureau  of  Land  Management,  and  the 
Bureau  of  Indian  Affairs  at  the  average  rate  of  prior  years. 

In  addition  to  the  need  to  accelerate  work  in  energy  conservation 
and  for  development  of  fossil  fuel  plants  to  the  demonstration  phase 
under  programs  of  the  Energy  Research  and  Development  Administra- 
tion, the  Committee  has  identified  contingencies  for  increased  emphasis 
on  reforestation,  forest  management,  and  range  management  for  the 
Bureau  of  Land  Management  and  Forest  Service;  cooperative  pro- 
grams in  the  Forest  Service;  construction  programs  including  roads 
for  the  Fish  and  Wildlife  Service,  National  Park  Service,  Bureau  of 
Land  Management,  and  Forest  Service ;  acquisition  of  land  for  park, 
recreation  and  wildlife  protection;  historic  preservation;  and  high- 
priority  natural  resource  programs  of  the  Geological  Survey  and  the 
Bureau  of  Mines;  the  Youth  Conservation  Corps  program:  and  for 
the  implementation  of  the  coal  leasing  program  recently  announced 
by  the  Secretary  of  the  Interior. 

There  are  additional  contingencies,  for  which  funds  are  not  re- 
flected in  the  above  figures,  associated  with  proposed  legislation  for 
the  regulation  of  surface  mining  activities,  increasing  the  authoriza- 
tion for  the  Land  and  Water  Conservation  Fund,  amending  the  Outer- 
Continental  Shelf  Lands  Act.  the  Organic  Act  for  the  Bureau  of  Land 
Management,  and  amending  the  Coastal  Zone  Management  Act. 

OUTER  CONTINENTAL  SHELF  RECEIPTS 

A  careful  review  is  suggested  of  the  budget  estimate  of  funds  to  be 
derived  from  the  Outer  Continental  Shelf  leasing  program.  The  budget 
estimates  $6  billion  for  fiscal  year  1977.  Last  year  the  budget  originally 
estimated  $8  billion  for  fiscal  year  1976.  It 'now  estimates  $3  billion, 
and  this  number  may  be  slightly  high  even  now. 

20 


78 


An  examination  of  the  leasing  schedule  proposed  in  the  budget 
raises  numerous  questions.  Already  this  year  since  the  budget  was 
submitted  the  Administration  has  reduced  by  40  percent  the  amount 
of  acreage  it  plans  to  offer  for  lease  in  the  Gulf  of  Alaska,  partially 
in  order  to  meet  environmental  objections.  This  will  likely  affect  sub- 
sequent leases  of  Alaska  acreage  scheduled  for  fiscal  year  1977.  Simi- 
larly, leases  in  the  other  major  frontier  area,  the  Mid  and  North  At- 
lantic, are  likely  to  face  environmental  problems  that  could  easily  re- 
sult in  delays  and  reductions  in  acreage  that  might  postpone  some 
leases  until  1978.  Additionally,  a  recent  sale  in  the  Gulf  of  Mexico,  a 
proven  oil  and  gas  area,  resulted  in  bidding  considerably  below  what 
had  originally  been  predicted.  It  seems  reasonable  to  predict  environ- 
mental delays  will  continue,  acreage  may  be  reduced  and  that  bidding 
will  remain  lower  than  estimated  because  of  these  factors. 

It  also  seems  somewhat  unrealistic  to  expect  that  the  oil  and  gas 
industry  will  invest  sums  in  the  magnitude  of  $6  billion  as  long  as 
federal  policy  toward  oil  and  gas  is  unresolved  and  while  economic 
incentives  of  this  industry  are  being  revised. 

However,  while  certain  lease  sales  now  being  scheduled  during 
fiscal  year  1977  are  likely  to  be  delayed,  some  of  the  sales  that  had 
been  scheduled  for  fiscal  year  1976  may  slip  into  the  transition  period 
or  possibly  fiscal  year  1977. 

When  all  these  considerations  are  added  together,  it  seems  more 
accurate  to  estimate  that  receipts  from  this  source  will  amount  to 
three  to  five  billion  dollars,  a  reduction  of  one  to  three  billion  dollars 
from  the  budget  estimate. 

In  addition,  the  budget  estimates  do  not  incorporate  budget  au- 
thority and  outlays  resulting  .from  enactment  of  legislation  amending 
the  Outer  Continental  Shelf  Lands  Act.  Legislation  has  passed  the 
Senate  and  is  currently  being  considered  by  the  House  Ad  Hoc  Select 
Committee  on  Outer  Continental  Shelf  Leasing.  In  addition,  the 
budget  does  not  incorporate  amendments  being  considered  to  the 
Coastal  Zone  Management  Act  providing  assistance  to  states  for  deal- 
ing with  the  impact  of  energy  facilities.  Both  of  these  pieces  of  legis- 
lation, if  passed,  would  result  in  additional  funds  being  required. 
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Agriculture 

recapitulation  of  the  president's  budget 

[In.  ttoasamte  of  dollars) 


Ffsctl  year  1977  outlays 


Budget         From  rrew        From  priw 
authority  current    year  balances  Total 


Appropriation  request: 

Requiring  authorization1 350                  358 350 

Not  requiring  authorization 2,217,967         2,109,783         -413,025  1,696,758 

Subtotal,  appropriation  request* 2,239,317         2,110,133         -413,025  1,697,108 

Permanent,  trust  funds,  and  other  backdoor  authority...  96,471              89,979            —5,329  84,650 

Offsetting  receipts -52,717 -52,717 


President's  budget  request 2,262,071  1,729,041 

Functional  Stjmmaby 

This  function  includes  those  programs  that  promote  the  economic  stability  of 
agriculture  and  the  capability  to  maintain  and  increase  agricultural  production. 
These  are  carried  out  through  farm  income  stabilization  activities  that  maintain 
agricultural  markets,  regulation  of  agricultural  markets  and  practices,  inspection 
of  argricultural  products,  and  losses  from  the  disposal  of  surplus  commodities. 
It  also  includes  programs  that  provide  research  and  technical,  economic,  and 
market  information  services  to  farmers,  processors,  distributors  and  consumers. 

The  function  does  not  include  programs  which,  though  related  to  rural  devel- 
opment, are  not  directly  related  to  agriculture.  Examples  are  rural  environmental 
and  conservation  programs  which  are  under  the  natural  resources  function. 

Committee  Views 

The  Congressional  Budget  Control  Act  was  largely  predicated  upon 
the  intent  to  establish  a  vehicle  for  better  Congressional  priority- 
setting.  To  a  great  degree,  the  success  of  the  new  budget  process  is  de- 
pendent upon  how  wisely  Congress  determines  priorities  and  how 
effectively  it  provides  for  their  implementation. 

The  nation's  agricultural  policies  must  plan  for  the  long-range  good. 
Maximum  production  of  food  and  fiber  crops  must  be  continued  in 
order  to  meet  the  ever-increasing  demand.  Consumption  is  depend- 
ent on  production.  Productive  research  must  be  emphasized  not  only 
to  reduce  the  loss  of  production  through  plant  disease  and  insects,  but 
also  to  obtain  increased  production  through  the  introduction  of  new 
strains  and  improved  techniques. 

Further,  export  markets  must  be  maintained  and  increased  not  only 
to  assist  in  fulfilling  the  requirement  for  food  in  other  parts  of  the 
world  but  also  to  provide  ready  markets  for  production  in  excess  of  our 
needs.  This  will  maintain  a  viable  agricultural  economy.  Agriculture  is 
the  major  dollar  earner  for  the  United  States  in  world  markets.  Agri- 
cultural exports  in  1974  exceeded  $21  billion  and  without  the  ability 
to  market  this  asset  our  nation  would  be  in  an  untenable  position  from 
the  standpoint  of  international  balance  of  trade  and  balance  of 
payments. 
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In  addition  to  the  contingencies  identified  elsewhere  in  this  report 
relating  to  the  conservation  of  land  and  water  resources  and  the  devel- 
opment of  rural  America  under  the  Natural  Resources  and  Community 
and  Regional  Development  functions,  the  Committee  identifies  contin- 
gencies in  the  budget  of  $26  million  in  budget  authority  and  $25  mil- 
lion in  outlays.  These  contingencies  are  associated  with  the  relatively 
small  but  important  program  terminations  and  reductions  throughout 
this  portion  of  the  budget,  many  applicable  to  agricultural  research. 
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Commerce  and  Transportation 
recapitulation  of  the  president's  budget 

[In  thousands  of  dollars! 


Fiscal  year  197/  outlays 


Budget         From  new        From  prior 
authority  current    year  balances 


Total 


Appropriation  request: 

Requiring  authorization 2,640,946 

Not  requiring  authorization 

Subtotal 

Supplemental 

Proposed  legislation  and  rescissions 

Subtotal,  appropriation  requests™ 

Permanent,  trust  funds,  and  other  backdoor  authority 
Offsetting  receipts 

President's  budget  request 17,  924,  887 


2,100,302 2,100,302 

15, 258,  389 

17,358,691 
540, 000 
-25, 632 

17, 873, 059 

-1,264,582 
-110,653 

16,  497,  824 


5,  862,  488 

4,  938, 175 

10, 320, 214 

15,258,389 

8,  503, 434 

7, 038, 477 
540,000  . 
-4,  632 

10,  320,  214 

"""-2i,"666" 

17,358,691 

1,400,000 

540, 000 

-4, 632 

-25, 632 

9,  898,  802 

7,  573,  845 
242,  965 

10,299,214 
-1,507,547 

17, 873, 059 

-1,264,582 

-110,653 

8,136,738 
-110,653  .. 

Function  Description 

The  function  includes  the  promotion  and  regulation  of  commerce  and  trans- 
portation. Commerce  includes  collection  and  dissemination  of  social  and  eco- 
nomic data  unless  this  is  an  integral  part  of  another  major  function  (such  as 
health)  ;  mortgage  credit  and  thrift  insurance,  and  loans,  subsidies,  insurance, 
and  regulation  of  business  unless  these  are  an  integral  part  of  another  function ; 
and  the  subsidy  to  the  Postal  Service.  Agencies  involved  in  this  function  include 
Commerce,  Agriculture,  Housing  and  Urban  Development,  the  Small  Business 
Administration,  the  Securities  and  Exchange  Commission,  and  the  Postal 
Service. 

Transportation  includes  all  programs  with  the  primary  aim  of  providing 
for  the  transportation  of  the  general  public  and/or  their  property,  regardless  of 
whether  local  or  national  and  regardless  of  the  particular  mode  of  transportation. 
It  includes  the  construction  of  facilities ;  purchase  of  equipment ;  research, 
testing,  and  evaluation ;  provision  of  communications  directly  related  to  trans- 
portation (for  example,  air  traffic  control  by  the  FAA)  ;  and  operating  sub- 
sidies for  transportation.  Transportation  includes  regulatory  activities  directed 
specifically  toward  the  transportation  industry  rather  than  toward  general  com- 
merce. In  addition  to  the  Department  of  Transportation  these  programs  are 
carried  out  by  the  Maritime  Administration,  the  U.S.  Railway  Association,  and 
NASA. 

Excluded  from  this  function  are  the  provision  of  foreign  economic  assistance 
which  may  take  the  course  of  assisting  transportation  facilities  or  programs 
abroad ;  the  construction  of  roads,  trails,  etc.  as  an  integral  part  of  the  opera- 
tion of  public  lands,  parks,  forests,  or  military  reservations,  unless  they  are 
specifically  funded  as  a  part  of  a  broader  transportation  program;  the  con- 
struction of  roads  or  other  transportation  facilities  as  an  integral  part  of  a 
broad  community  facility  or  regional  development  program  where  the  clear 
intent  of  the  program  is  regional  development  and  the  provision  of  transporta- 
tion facilities  is  only  an  incidental  by-product  or  means  to  attain  the  objective 
of  regional  development. 
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Committee  Views 
housing  credit  programs 

There  are  major  contingencies  associated  with  two  housing  credit 
programs  of  the  Department  of  Housing  and  Urban  Development 
under  this  function.  The  most  costly  of  these  is  the  Emergency  Hous- 
ing Act  of  1975  which  authorized  $10  billion  for  emergency  mortgage 
purchase  assistance.  Last  year  an  appropriation  of  $5  billion  was  pro- 
vided against  the  total  authorization.  The  balance  of  the  authorization 
expires  under  the  law  on  June  30,  1976.  However,  it  is  expected  that 
this  authority  will  be  extended  and  that  up  to  an  additional  $5  billion 
of  borrowing  authority  under  this  program  may  be  made  available. 

Additionally,  the  Committee  Jias  noted  the  backlog  of  applications 
in  the  Section  202 — Housing  for  the  Elderly  or  Handicapped  program. 
This  is  one  of  the  programs  discussed  earlier  in  this  report  under  the 
heading  "Off-Budget  Agencies."  It  is  discussed  here  because  of  the 
potential  impact  on  the  public  debt.  Under  this  program,  a  loan  level 
of  $375  million  was  provided  for  1976  and  the  transition  quarter.  An 
additional  $375  million  increase  in  the  lending  level  is  proposed  for 
1977.  Based  on  this  budget  request,  the  unused  balance  of  borrowing 
authority  available  under  this  program  at  the  end  of  1977  will  be  ap- 
proximately $190  million.  However,  the  Department  currently  has  ap- 
plications for  230,000  Section  202  units.  At  approximately  $25,100  per 
unit,  an  additional  loan  ceiling  of  $5.7  billion  would  be  required  to 
satisfy  this  demand.  It  is  expected  that  there  will  be  substantial  pres- 
sure to  increase  the  loan  ceiling  above  the  budget  request  of  $375  mil- 
lion. That  increase  could  range  between  $150  million  and  $1  billion, 
having  an  impact  on  the  national  debt  level. 

With  respect  to  loan  programs  of  the  Farmers  Home  Administra- 
tion, the  Committee  is  concerned  with  the  terminations  and  retrench- 
ments in  programs  involving  rural  America.  The  Committee  and  the 
Congress  nave  repeatedly  provided  needed  assistance  for  rural  areas 
and  has  rejected  rescissions  and  deferrals  for  programs  in  this  area 
of  the  budget  proposed  by  the  Administration.  The  Committee  there- 
fore identifies  a  contingency  in  rural  housing  programs  of  some  $17 
million  in  budget  authority  and  $23  million  in  outlays  in  fiscal  1977. 

TRANSPORTATION    PROGRAMS 

Based  on  previous  Congressional  action,  pending  legislation,  and  the 
nature  of  the  fiscal  1977  budget,  there  are  a  number  of  contingencies  in 
the  transportation  area  which  could  add  $721  million  in  budget  author- 
ity and  $848  million  in  outlays  to  the  budget. 

The  Congress  has,  for  the  past  three  years,  prohibited  the  imposition 
by  the  Department  of  Transportation  of  new  administrative  user 
charges.  This  budget  assumes  the  deletion  of  this  prohibition  and  the 
collection  of  $44  million  of  such  charges,  which  would  be  used  as  an 
offset  against  outlays.  If  the  Congress  does  not  agree  to  the  Adminis- 
tration's proposal  to  delete  this  language,  there  would  be  a  net  outlay 
impact  of  about  $44  million. 

Both  the  House  and  Senate  have  passed  legislation  establishing  a 
200-nautical  mile  economic  zone.  The  Committee  believes  the  final  en- 
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actment  of  this  legislation  could  result  in  additional  requirements  for 
the  Coast  Guard  amounting  to  approximately  $80  million,  assuming 
the  legislation  '11  be  effective  for  about  6  months  during  fiscal  year 
1977.  However,  u  the  elective  date  for  this  legislation  is  July  1, 1976, 
•*as  is  specified  in  the  House  passed  bill,  further  additional  funding  will 
probaoly  be  required- 

The  pending  Federal- Aid  Highway  Act  of  1975  (H.R.  8235)  in- 
cludes a  number  of  programs,  which,  if  authorized,  will  require  direct 
appropriation  funding  in  fiscal  year  1977.  In  addition,  there  are  cer- 
tain other  highwav  projects  such  as  access  highways  to  public  recrea- 
tion areas  on  certain  lakes  and  the  overseas  highway,  which  Congress 
has  funded  in  previous  years,  that  are  not  included  in  the  budget. 
Funding  of  some  of  these  programs  could  result  in  additional  appro- 
priations of  about  $75  million. 

There  are  also  a  number  of  programs  authorized  bv  the  Railroad 
Eevitalization  and  Regulatory  Reform  Act  of  1976  (PJ*  94^210)  for 
which  the  Administration  is  considering  submitting  additional  requests 
for  budget  authority.  These  programs  include  the  Railroad  Rehabili- 
tation and  Improvement  Fund,  rail  service  assistance,  additional 
grants  to  the  National  Railroad  Passenger  Corporation  (Amtrak) 
and  certain  studies  authorized  by^  Public  Law  94-210.  In  addition, 
the  budget  does  not  contain  sufficient  funds  to  maintain  the  current 
level  of  service  which  is  being  provided  by  Amtrak.  If  the  Congress 
chooses  to  fund  these  programs,  the  Committee  believes  an  additional 
$508  million  could  be  required. 

In  the  area  of  mass  transportation  the  Railroad  Eevitalization  and 
Regulatory  Reform  Act  authorized  a  multi-year  subsidy  program  for 
commuter  rail  transportation.  The  funding  of  this  program  could 
lead  to  an  additional  appropriation  of  $55  million  in  fiscal  year  1977. 
In  addition,  the  budget  proposes  to  limit  to  50  percent  the  amount 
of  grants,  authorized  under  Section  5  of  the  Urban  Mass  Transporta- 
tion Act  of  1964,  as  amended,  which  can  be  used  jEor  operating  as- 
sistance. Testimony  received  by  the  Committee  indicates  that  94  per- 
cent of  these  grants  are  currently  being  used  for  operating  assistance 
and  6  percent  are  being  used  for  capital  projects.  Under  the  Admin- 
istration's proposal  there  would  be  no  impact  on  budget  authority, 
but  less  outlays  would  be  required  in  fiscal  year  1977,  because 
more  funds  would  be  used  for  capital  projects  which  have  a  relatively 
low  outlay  to  obligation  ratio.  If  the  Congress  does  not  agree  to  the 
Administration's  requested  provision,  there  would  be  an  additional 
outlay  impact  of  about  $250  million. 

The  President's  budget  also  proposes  that  limitations  be  included 
in  the  appropriation  legislation  for  Federal-aid  highways  and  airport 
development  grants.  Since  both  of  these  programs  involve  trust  funds 
and  are  funded  with  contract  authority  provided  in  the  authorizing 
legislation,  the  Committee  recognizes  that  other  Congressional  Com- 
mittees are  responsible  for  providing  the  obligation  al  authority  for 
these  programs.  The  Committee,  however,  feels  that,  based  on  the 
actions  taken  to  date  by  the  Congress,  the  limitations  proposed  in 
the  President's  Budget  are  not  adequate  to  continue  these  programs 
at  the  levels  the  Congress  might  enact. 
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POSTAL   SERVICE 

The  budget  excludes  the  amount  required  in  fiscal  1977  to  finance 
the  extended  phasing  authorized  by  P.L.  93-328.  Since  Congress  ap- 
propriated funds  last  year  to  finance  extended  phasing,  and  the  lower 
rates  were  put  into  effect,  mailers  have  been  given  every  reason  to 
assume  that  they  will  continue  to  have  the  time  provided  by  law  to 
adjust  their  prices  and  business  practices  to  compensate  for  the  pay- 
ment of  .full  postage  rates.  If  Congress  does  not  appropriate  the  full 
amount  required  for  this  purpose  in  fiscal  1977,  the  Postal  Service 
will  have  to  charge  the  affected  mailers  the  full  rates.  The  impact  of 
a  failure  to  make  this  appropriation  would  be  severe.  For  example, 
regular  second-class  rates  could  go  up  almost  70  percent.  Therefore, 
the  Committee  has  identified  a  requirement  of  $307  million  represent- 
ing the  cost  of  full  funding  for  this  program  for  fiscal  year  1977. 

SMALL  BUSINESS   ADMINISTRATION" 

Because  of  the  relatively  slow  pace  of  the  general  economic  recovery 
and  other  reasons,  the  Committee  feels  that  an  additional  allowance 
in  the  range  of  $150  million  should  be  provided  for  the  Small  Busi- 
ness Administration,  primarily  for  the  direct  loan  program. 
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Community  and  Regional  Development 

recapitulation  of  president's  budget 

(In  thousands  of  dollars) 


Fiscal  year  1977  outlays 


Budget         From  new        From  prior 
authority  current    year  balances 


Total 


Appropriation  request: 

Requiring  authorization 

Not  requiring  authorization 

Subtotal 

Proposed  legislation  and  rescissions 

Subtotal,  appropriation  requests 

Permanent,  trust  funds,  and  other  backdoor  authority 
Offsetting  receipts 

President's  budget  request. 5 


339, 743 

71,718  .. 
1, 414,  393 

71,718 

5,  284, 722 

4,  096,  339 

5,510,732 

5,  624,  455 

1,486,111 
3,639 

4,  096,  339 
-37,677 

5.  582, 450 

11,450 

-34, 038 

5,635,915 

1,  489,  750 
58,  304 

4,  058,  662 
242,  874 

5,  548, 412 

500,  462 
-317,  679 

301, 178 
-317,  679 

5,531,911 


Functional  Description 

This  function  consists  of  broad-based  community  and  regional  development 
programs  and  programs  concerned  with  urban  and  rural  renewal  for  the  preser- 
vation and  revitalization  of  communities  and  regions.  It  includes  water  supply 
and  sewer  systems  (except  those  specifically  funded  as  environmental  protection 
programs),  urban  renewal  programs,  regional  economic  development  programs, 
broad-based  public  facility  construction  programs,  and  rehabilitation  of  public 
facilities  in  the  event  of  natural  disasters.  Agencies  which  administer  these  pro- 
grams include  the  Farmers'  Home  Administration,  the  Economic  Development 
Administration,  the  Bureau  of  Indian  Affairs,  the  Community  Services  Adminis- 
tration, the  Appalachian  Regional  Commission,  the  Small  Business  Administra- 
tion, and  the  Department  of  Housing  and  Urban  Development. 


Committee  Views 


DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

There  are  two  major  contingencies  in  the  budget  for  programs  ad- 
ministered by  the  Department  of  Housing  and  Urban  Development  in 
this  functional  category  which  could  increase  budget  authority  in 
1977  by  $75  million. 

The  1976  appropriation  bill  provided  $75  million  for  comprehensive 
planning  grants.  The  request  for  fiscal  year  1977  is  $25  million.  There 
is  no  authorization  available  for  1977.  However,  it  is  reasonable  to 
expect  that  from  $25  to  $50  million  of  additional  funds  may  be  neces- 
sary for  this  program. 

Last  year  $50  million  in  new  loan  authority  was  provided  for  the 
rehabilitation  loan  program.  Taken  together  with  carryover  balances 
from  prior  years  and  loan  repayments,  approximately  $120  million  of 
rehabilitation  loan  funds  are  available  in  1976  and  the  transition  pe- 
riod. The  Administration  proposed  rescinding  $62,670,000  of  this 
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amount.  The  rescission  was  denied.  Depending  on  what  level  is  carried 
into  1977,  an  additional  $25  to  $100  million  may  be  required  for  this 
program. 

For  the  Section  802  State  Housing  Finance  and  Development  Agen- 
cies program,  the  Congress  last  year  provided  $15  million  in  annual 
contract  authority  and  $600  million  in  budget  authority.  The  Presi- 
dent requested  a  rescission  of  the  entire  amount  but  it  was  denied  and 
the  funds  were  made  available  on  February  23, 1976. 

The  1977  budget  requests  no  additional  funds  for  the  Section  802 
program.  An  additional  $95  million  in  annual  contract  authority  and 
$3,800,000,000  in  budget  authority  remains  authorized  but  unappro- 
priated. If  the  Department's  proposed  co-insurance  program  is  only 
partially  effective,  and  if  selected  state  housing  agencies  continue  to 
experience  difficulty  in  marketing  securities,  additional  resources  may 
need  to  be  provided  for  this  activity. 

ECONOMIC    DEVELOPMENT   ASSISTANCE 

The  request  for  the  Economic  Development  Administration  and  the 
Regional  Action  Planning  Commissions  in  the  Department  of  Com- 
merce is  $291,064,000.  This  represents  a  total  reduction  for  the  regular, 
ongoing  EDA  programs  and  the  Regional  Commissions  of  $158,382,000 
from  appropriations  for  these  programs  in  FY  1976.  The  Committee 
is  of  the  opinion  that  an  additional  amount  in  the  range  of  $160  million 
may  be  required  for  the  regular  EDA  programs  and  the  Regional 
Commissions. 

RURAL   DEVELOPMENT 

The  Committee  is  convinced  that  more  concentrated  and  productive 
efforts  to  achieve  rural  development  will  not  only  be  helpful  in  the 
rejuvenation  of  rural  areas  but  will  ameliorate  the  social  problems  gen- 
erated in  our  urban  areas  as  a  result  of  rural  migration  to  the  cities. 
And  yet,  one  of  the  most  apparent  policy  thrusts  of  the  President's 
proposed  fiscal  year  1977  budget  relates  to  massive  terminations  of 
programs  dealing  with  conservation,  rural  development  and  rural 
housing.  To  fail  to  adequately  fund  these  programs,  as  the  budget 
proposes,  would  continue  to  result  in  inequitable  treatment  for  rural 
people.  The  result  will  be  more  and  more  needy  and  indigent  people 
moving  into  overcrowded  cities,  so  as  to  have  housing  benefits,  further 
aggravating  and  increasing  problems  such  cities  now  have.  Accord- 
ingly, the  Committee  believes  that  a  contingency  exists  for  these  pro- 
grams, including  the  rural  water  and  waste  disposal  grant  program, 
in  the  range  of  $166  million  in  budget  authority  and  $54  million  in 
outlays  for  fiscal  1977. 

COMMUNITY    SERVICES    ADMINISTRATION 

The  budget  for  the  Community  Services  Administration  for  1977  is 
some  $160  million  below  funds  actually  appropriated  for  1976.  Addi- 
tionally, it  is  estimated  that  $20  million  will  be  required  for  this  sum- 
mer's youth  recreation  programs.  Thus  it  is  likely  that  a  total  of  some 
$180  million  will  be  required  for  1977  if  the  present  level  of  programs 
is  to  be  maintained.  9Q  - 
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OTHER   PROGRAMS 


The  Committee  also  believes  there  is  a  further  contingency  in  this 
functional  category,  amounting  to  about  $37  million  in  budget  au- 
thority and  $30  million  in  outlays  reflecting  the  need  for  additional 
nigh-priority  construction  projects  for  the  Bureau  of  Indian  Affairs, 
additional  funding  for  the  Pennsylvania  Avenue  Development  Corpo- 
ration, and  the  outlay  affect  resulting  from  the  denial  of  a  proposed 
rescission  for  school  construction  in  the  Bureau  of  Indian  Affairs. 
Further,  the  Committee  believes  additional  funds  are  required  for 
the  Joint  Federal-State  Land  Use  Planning  Commission  for  Alaska 
which  was  extended  in  legislation  recently  enacted.  The  President's 
budget  for  the  Commission  was  based  on  the  assumption  that  it  would 
be  phased  out  in  FY  1977. 
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Education,  Training,  Employment,  and  Social  Services 
recapitimahon  of  the  president's  budget 

(In  thousands  of  dottorsj 

Fiscal  year  1377  outlays 


Budget        Ftm  new        From  prior 
authority  current    year  balances  Total 


Appropriation  request: 

Requiring  authorization 2,905,251         L 170, 624 1,170,624 

Not  requiring  authorization 11,442,612         5,987,286         9,494,699  15,481,385 

Subtotal 14,347,863         7, 157, 910         9, 494,  099  16,  652,  009 

Supplemental. 400,000            400,000- 400,000 

Proposed  legislation  and  rescissions 727,432          -29,823         -847,963  -877,786 

Subtotal,  appropriation  requests 15,475,295         7,528,087         8,646,136  16,174,223 

Permanent,  trust  funds,  and  other  backdoor  authority...  515, 906            479, 134               9, 958  489, 092 

Offsetting  receipts.... -48,  J68 -48, 168 

President's  budget  request 15, 943, 033 16, 615, 147 


Functional  Description 

This  function  includes  programs  designed  to  promote  the  general  extension  of 
knowledge  and  skills  and/or  to  assist  individuals  to  become  self-supporting 
members  of  society.  It  includes  the  elementary,  secondary,  and  vocational  edu- 
cation and  higher  education  programs ;  manpower  training  programs ;  and  grants 
to  States  for  social  services  and  rehabilitation  services.  It  includes  the  provision 
of  education  or  training  services,  income  support  directly  related  to  training  or 
education,  child  care,  and  general  soeial  services  provided  to  individuals  and 
families.  It  includes  cash  payments  (scholarships,  loans,  oar  stipends)  to  persons 
-when  such  payments  are  provided  to  enable  a  person  to  participate  in  education 
or  training  programs.  It  also  includes  research  directly  related  to  the  provision 
of  said  services. 

These  programs  are  administered  largely  by  the  Department  of  Health,  Edu- 
cation, and  Welfare,  the  Department  of  Labor,  and  the  Bureau  of  Indian  Affairs. 

The  provision  of  social  services— child  care,  employment  counselling,  and  voca- 
tional rehabilitation— are  included  in  this  function  unless  they  are  restricted  to, 
and  are  an  integral  part  of,  another  function. 

The  function  excludes  education  or  training  undertaken  as  an  integral  part  of 
the  achievement  of  another  functional  end  (such  a«  training  of  military  per- 
sonnel ;  veterans  education,  training,  and  rehabilitation ;  or  training  of  health 
research  workers  in  a  health  program)  and  also  excludes  general  purposes 
scientific  research. 

COMMITTEE   VIEWS 

Before  dealing  with  the  1977  budget  estimates,  it  is  necessary  to  dis- 
cuss the  relationship  of  the  President's  1976  budget  estimates  to  the 
amounts  which  have  been  and  are  likely  to  be  appropriated  for  fiscal 
year  1976.  The  President's  1977  budget  for  Labor-HEW  programs, 
most  of  which  are  included  in  this  function,  the  health  function,  or  the 
income  security  function,  is  based  upon  1976  budget  authority  levels 
which  are  considerably  lower  than  the  amounts  which  have  actually 
been,  or  will  be,  appropriated.  The  budget  assumed  that  the  veto  of 
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the  1976  Labor-HEW  Appropriation  Bill  (H.E.  8069)  would  be  sus- 
tained and  that  Congress  would  approve  proposed  rescissions  of  appro- 
priations contained  in  the  1976  Education  Appropriation  Act  and  the 
First  Supplemental  Appropriation  Act  amounting  to  $1,350,417,000. 
Neither  of  these  assumptions  has  materialized. 

The  final  enactment  of  the  Labor-HEW  Appropriation  Bill  and 
Congressional  disapproval  of  the  proposed  rescissions  add  a  total  of 
approximately  $2.3  billion  in  1976  budget  authority  above  that  shown 
in  the  budget  with  an  outlay  impact  in  fiscal  1977  of  $923  million. 

Furthermore,  the  1976  estimates  in  the  President's  1977  budget 
underestimates  the  amounts  which  Congress  is  likely  to  provide  in  the 
2nd  Supplemental  Appropriation  bill  for  programs  authorized  by  the 
Older  Americans  Act  and  for  summer  youth  employment,  and  does  not 
adequately  reflect  the  1976  appropriations  which  are  likely  to  be 
necessary  for  basic  educational  opportunity  grants  for  both  the 
current  and  the  coming  academic  year.  It  now  appears  that  a  1976 
supplemental  appropriation  of  $791  million  may  be  needed  for 
BEOG's,  compared  with  the  $335  million  shown  in  the  President's 
Budget. 

PUBLIC    SERVICE    EMPLOYMENT 

A  major  element  of  uncertainty  concerns  appropriations  for  public 
service  employment  programs  authorized  by  Title  II  and /or  Title  VI 
of  the  Comprehensive  Employment  and  Training  Act.  Appropriations 
to  date  in  fiscal  year  1976  include  $1,625,000,000  for  programs  under 
title  VI  and  $400,000,000  for  programs  under  title  II.  In  addition, 
$100,000,000  has  been  appropriated  for  title  II  programs  for  the  tran- 
sition quarter.  There  is  at  present,  no  authorization  for  further  appro- 
priations under  Title  VI.  A  bill  (H.E.  11453)  which  would  extend 
and  modify  the  Title  VI  program  has  passed  the  House.  The  Commit- 
tee Report  and  House  floor  debate  on  H.R.  11453  indicate  that  the  bill's 
purpose  is  to  double  the  size  of  the  present  program.  This  may  require 
additional  budget  authority  of  $1,200,000,000  in  1976,  $393,000,000  in 
the  transition  quarter,  and  $4,373,000,000  in  fiscal  year  1977.  The  Presi- 
dent's budget,  on  the  other  hand,  only  proposes  a  supplemental  appro- 
priation of  $1,700,000,000  for  1976  for  public  service  employment  pro- 
grams under  title  II  of  the  Comprehensive  Employment  and  Training 
Act,  and  an  additional  appropriation  of  $400,000,000  under  Title  II 
for  fiscal  year  1977.  Thus,  there  is  a  potential  Congressional  increase 
over  the  budget  for  public  service  employment  of  $4,266,000,000  in 
budget  authority  and  outlays  over  the  period  fiscal  year  1976-transi- 
tion  quarter-fiscal  year  1977. 

EDUCATION    PROGRAMS 

The  budget  estimate  of  $6,064,081,000  for  the  Education  Division  of 
HEW  includes  $1,801,971,000  which  requires  enactment  of  additional 
authorizing  legislation.  The  budget  estimate  of  1976  appropriations 
is  $1,301,907,000  less  than  the  amounts  actually  appropriated  to  date. 
Furthermore,  the  budget  contemplates  a  supplemental  appropriation 
of  $335,000,000  for  basic  educational  opportunity  grants,  whereas  it 
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now  appears  that  a  supplemental  appropriation  of  $791,000,000  includ- 
ing $180,000,000  for  the  current  academic  year,  will  be  necessary  if 
the  Congress  wishes  to  fully  fund  the  BEOG  program  for  the  current 
and  the  coming  academic  year.  The  1977  budget  for  controllable  pro- 
grams for  the  Education  Division  is  $1,278,000,000  less  than  the  ap- 
propriations for  1976,  and  $1,884,000,000  less  than  the  appropriations 
enacted  and  likely  to  be  enacted  for  fiscal  year  1976.  If  education  pro- 
grams in  fiscal  1977  are  funded  at  the  same  level  as  1976,  a  Congres- 
sional increase  of  approximately  this  amount  will  be  required. 

A  partial  list  of  the  programs  involved  in  this  increase  would  include 
grants  to  school  districts  under  Title  I  of  the  Elementary  and  Second- 
ary Education  Act,  bilingual  education,  Follow  Through,  educational 
broadcasting  facilities,  impacted  area  aid,  vocational  and  adult  educa- 
tion, supplemental  opportunity  grants,  basic  opportunity  grants, 
national  direct  student  loans,  college  work-study  language  training 
and  area  studies,  university  community  services,  and  to  land-grant 
colleges,  veterans  cost  of  instruction  payments,  cooperative  education, 
assistance  for  school  and  public  libraries,  and  ethnic  heritage  studies. 

It  is  important  to  note  that  the  amounts  cited  provide  only  for  main- 
taining the  1976  dollar  level  in  fiscal  1977,  without  provision  for  infla- 
tion or  program  growth.  It  is  quite  likely  that  many  members  of  Con- 
gress will  wish  to  provide  additional  resources  for  programs  such  as 
impacted  area  aid,  education  for  the  handicapped,  and  emergency 
school  aid,  among  others. 

BLOCK   GRANTS 

The  President's  Budget  includes  a  legislative  proposal  to  combine 
some  27  elementary,  secondary,  vocational,  adult,  and  library  programs 
into  a  single  block  grant  program  for  which  budget  authority  of 
$3,300,000,000  would  be  requested  for  fiscal  year  1977,  partially  offset 
by  reductions  in  budget  authority  requested  in  the  budget  for  the  pro- 
grams to  be  consolidated.  The  net  effect  of  the  legislative  proposal  is 
to  add  $802,000,000  to  the  1977  budget  estimates  for  education,  of 
which  $539,000,000  is  for  the  purpose  of  advance  funding  vocational 
education  programs.  The  legislation  was  submitted  to  Congress  on 
March  1,  1976.  It  is  unlikely  that  the  timetable  imposed  by  the  Con- 
gressional Budget  Act  will  permit  enactment  of  such  a  far-reaching 
piece  of  legislation  in  time  for  incorporation  in  appropriations  bills 
for  fiscal  year  1977. 

The  budget  also  indicates  that  new  legislation  will  be  proposed 
which  will  modify  the  existing  social  services  program  authorized  by 
Title  XX  of  the  Social  Security  Act  and  combine  it  with  programs  for 
training  of  State  and  local  welfare  workers.  This  Federal  Assistance 
for  Community  Services  Act  would,  if  enacted,  add  $40,000,000  to  the 
1977  budget  estimates. 

Other  legislative  proposals  reflected  in  the  budget  include  demon- 
stration projects  to  test  the  concept  of  integrated  service  delivery  at 
the  local  level  (+$20,000,000),  and  changes  in  the  work  incentives 
program.  The  Committee's  contingency  estimates  reflect  the  impact  of 
possible  non-enactment  of  all  of  the  legislative  proposals. 
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HUMAN  DEVELOPMENT 


The  budget  estimate  of  $1,572,68$ ,000  for  human  development  pro- 
grams includes  $776,500,000  for  which  additional  authorizing  legisla- 
tion is  required.  The  197&  appropriation  of  $1,667,000,000  is  $94,- 
311,000  more  than  the  197T  request.  Level  funding  for  1977  would 
require  an  increase  of  this  amount. 

OTHER  PROGRAMS 

Other  major  contingencies  in  this  area  include  summer  youth  em- 
ployment which  would  require  $99.8  million  to  maintain  the  current 
level  and  grants  to  states  for  unemployment  insurance  and  employ- 
ment services  which  would  require  $65,000,000.  An  additional  $50 
million  in  budget  authority  is  identified  for  Indian  education  pro- 
grams administered  by  the  departments  of  Interior  and  Health,  Edu- 
cation, and  Welfare,  and  for  arts,  humanities,  and  museum  programs. 

An  allowance  of  $375  million  should  be  provided  for  the  Job 
Opportunities  Program  of  the  Economic  Development  Administration- 
pending  enactment  of  appropriate  authorizing  legislation. 
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Health 

recapitulation  of  the  president's  budget 

fctn  thousands  of  doHarsl 

Budget 

authority 

Fiscal  year  1977  outlays 

From  new 

current 

From  prior 
year  balances 

Total 

Appropriation  request: 

Repairing  authorization 

453,359 

335r«9  . 
15, 412, 214 

335,679 

Not  requiring  authorization-.    

20,666,730 

5, 884, 272 

21,  296,  48$ 

Subtotal 

Proposed  legislation  and  rescissions 

_ 21,126,099 

-215,056 

15, 747,  893 
-736,826 

5,  884,  272 
-W&,  241 

21,  632, 165 
-882,  067 

Subtotal,  appropriation  requests.. 20,905,033 

Permanent,  trust  funds,  and  other  baeKdbor  asthority. . .     23, 089, 608 
Other  proposed  legislation „                            —10.000 

15,011,067 
9,649,249 

5, 739, 031 
12, 121,  753 
-2,  231,  000 

20,  750,  09  8 
2L  771, 002 
-2, 231, 000 

Offsetting  receipts 

-5,896,643  . 

-5,  896, 643 

President's  budget  request.  —  ....- 

38,037,998  .. 

34,  393,  457 

Functional  Description 

This  function  includes  those  programs  that  have  as  their  basic  purpose  the 
promotion  of  the  physical  and  mental  health  of  the  Nation's  population,  includ- 
ing the  prevention  of  illness  and  accidents.  It  includes  research  into  the  causes 
and  cure  of  disease ;  promotion  of  consumer  ami  occupational  health  and  safety ; 
planning,  financing,  and  provision  of  medical  care;  the  financing  of  specialized 
programs  for  training  of  health  workers  and  researchers ;  and  food  (including 
meat),  drug,  and  other  product  safety  inspection  programs.  The  major  programs 
included  in  this  function  are  medicare,  medicaid,  the  National  Institutes  of 
Health,  other  health  research  and  education,  prevention  ami  control  of  health 
problems,  and  health  planning  and  construction.  In  addition  to  the  I>espa.rbm&st 
of  Health,  Education*  and  Welfare,  these  programs  are  administered  by  the 
Civil  Service  Commission,  the  Animal  and  Plant  Health  Inspection  Service  of 
Agriculture,  and  the  Occupational  Safety  and  Health  Administration. 

COMMTTTEE  VlEWS 

MEMCAKB 

Under  current  law,  outlays  for  Medicare  are  estimated  to  increase  by 
$4.1  billion.  The  budget  proposes  cutting  this  increase  $2.2  billion  by 
limiting  increases  in  payment  rates  to  7  percent  per  day  for  hospitafs- 
and  to  4  percent  for  physicians'  services  ( —$909  million)  and  greater 
cost-sharing  {—$1,860  million).  These  reductions  would  be  partially 
offset  by  a  proposal  to  provide  protection  against  catastrophic  medical 
costs  by  limiting  cost-sharing  for  covered  services  to  $500  per  year  for 
hospital  and  nursing  home  care  and  to  $250  annually  for  physicians' 
services.  The  budget  projects  the  costs  of  this  program  at  $638  million. 
However,  since  the  budget  was  submitted  the  administration  has  re- 
vised its  cost  estimates  and  made  other  modifications  that  would  add 
an  additional  cost  of  $600  to  $700  million. 

In  the  event  these  changes  are  modified  or  not  approved,  increases 
will  have  to  be  provided. 
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MEDICAID 


Under  current  law,  outlays  for  Medicaid  are  projected  by  the  Admin- 
istration to  increase  $1.0  billion  to  $9.3  billion  in  1977.  This  may  be 
$100-$500  million  too  low.  The  budget  proposes  to  consolidate  the 
Federal  share  of  the  Medicaid  program  with  fifteen  other  categorical 
health  grant  programs  into  a  single  $10  billion  health  revenue  sharing 
block  grant  to  the  states.  Under  this  proposal,  no  state  matching  would 
be  required.  The  $10  billion  would  allocate  $9  billion  for  all  health 
service  programs  (including  Medicaid,  neighborhood  health  centers, 
family  planning,  and  maternal  and  child  health  programs),  $500  mil- 
lion for  community  and  environmental  health  activities  (i.e.  alcohol 
and  disease  prevention,  rodent  and  lead  paint  control,  developmental 
disabilities  and  community  mental  health  centers),  and  the  remaining 
$500  million  for  planning,  construction,  and  development  or  as  discre- 
tionary funds  to  be  used  as  the  states  desired.  The  $9  billion  would  sup- 
port approximately  $9.9  billion  in  programs  assuming  Administration 
projections  for  Medicaid  and  1976  appropriation  levels.  A  portion  of 
this  $900  million  difference  could  be  offset  by  the  states'  using  part  or 
all  of  the  $500  million  of  the  discretionary  funds,  but  this  could  serve 
to  the  detriment  of  their  health  planning  and  development  activities. 

It  does  not  seem  likely  that  such  a  sweeping  legislative  proposal  will 
be  enacted  this  year  with  the  result  that  budget  authority  and  outlays 
may  be  greater  than  requested  by  the  Administration. 

HEALTH   AGENCIES 

The  1977  budget  request  of  $4,304,190,000  for  health  programs  ad- 
ministered by  the  agencies  of  the  Public  Health  Service,  excluding 
Indian  Health  and  the  Food  and  Drug  Administration,  includes  $734,- 
365,000  which  requires  the  enactment  of  additional  authorizing  legis- 
lation. The  estimate  of  $4,178,834,000  shown  in  the  1976  column  of  the 
1977  President's  Budget  is  $838,726,000  less  than  the  amount  which 
will  probably  be  appropriated  for  fiscal  year  1976.  The  1977  budget 
request  is  $713,370,000  less  than  the  1976  appropriation.  Just  to  main- 
tain level  funding  for  health  services  programs  in  1977  will  require 
a  Congressional  increase  of  that  magnitude.  In  addition  outlays  re- 
sulting from  the  override  of  the  Labor-HEW  appropriation  veto  and 
rejection  of  rescissions  will  be  $407  million. 

A  partial  list  of  the  health  programs  affected  by  these  increases 
would  include  research  on  cancer,  heart  disease,  mental  illness,  and  a 
host  of  other  killing  and  disabling  diseases ;  community  health  centers, 
comprehensive  health  grants  to  States,  maternal  and  child  health, 
family  planning,  migrant  health,  the  Xational  Health  Service  Corps, 
the  Public  Health  Service  Hospitals,  emergency  medical  services, 
control  and  treatment  of  hemophilia,  hypertension,  alcoholism,  and 
drug  abuse;  occupational  health,  and  assistance  for  schools  and  stu- 
dents of  nursing,  dentistry,  medicine,  and  other  health  professions. 
It  is^  safe  to  predict  that  many  Members  of  Congress  will  wish  to 
provide  increases  over  and  above  current  funding  levels  for  many  of 
these  programs.  . 
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INDIAN   HEAT/TH   PROGRAMS 


The  Committee  feels  that  more  will  need  to  be  done  to  provide  bet- 
ter health  services  for  the  Indian  people  than  proposed  in  the  budget. 
This  would  include  continuation  of  important  programs  provided 
by  Congress  in  fiscal  year  1976  and  for  continuation  of  construction  on 
10  Indian  hospitals  which  began  in  fiscal  year  1976.  In  addition,  pro- 
posed rescission  and  deferral  requests  for  the  Indian  Health  Service 
are  likely  to  be  denied. 

MINING  HEALTH  AND   SAFETY  PROGRAMS 

The  Committee  believes  that  the  proposed  budget  for  mining  health 
and  safety  programs  of  the  Department  of  the  Interior  is  inadequate. 
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RECAPfTOLAUUrt  OF  THI  PRESIDENTS  BUDGET 
(In  thousands t)f  dollars) 

FiscaJ  year  1977  outlays 

Budget 
•     '                                                            authority  - 

From  new 
.current 

From  prior 
yea/  balances 

Total 

Appropriation  request: 

Requiring  authorization 17, 036,  500 

Not  requiring  authorization 27, 295, 159 

154,060  . 
29,  968,  097 

154,000 

5, 971, 769 

35,  939,  866 

Subtotal 44,331,659 

Proposed  legislation -2,478,607 

30,122,097 
-2,195,731  . 

5, 971, 769 

36, 093,  866 
-2, 195,  731 

Subtotal,  appropriation  requests 41,853,052 

27,  926,  366 

65,  579,  267 

230,  729 

5,971,769 

4b,  030,  443 

-827, 219 

33,  898, 135 

Permanent,  trust  funds,  and  other  backdoor  authority. ..    118,240,075 
Other  proposed  legislation 4, 381, 687 

110,609,710 
-596,  490 

Offsetting  receipts —6, 796, 811  . 

-6,  796,  811 

President's  budget  request 157,678,003  . 

137,114,544 

Functional  Description 

This  function  includes  payments  to  persons  for  which  no  current  service  is 
rendered  by  recipients,  such  as  retirement  (excluding  military  retired  pay), 
disability,  unemployment,  and  welfare  payments  and  associated  administrative 
costs.  Also  included  are  the  food  stamp,  special  milk,  and  child  nutrition  pro- 
grams ;  both  Federal  and  trust  fund  unemployment  compensation  and  workmen's 
compensation;  public  assistance  cash  payments;  benefits  to  the  elderly  and  to 
coal  miners ;  and  low-  and  moderate-income  housing  aids. 

This  function  includes  such  retirement  and  disability  programs  as  old-age, 
survivors,  and  disability  insurance  (Social  Security),  railroad  retirement,  special 
benefits  for  disabled  coal  miners,  and  federal  employee  retirement  disability. 

These  programs  are  administered  by  the  Departments  of  Health,  Education, 
and  Welfare,  HUD,  Agriculture,  Labor,  and  the  Civil   Service  Commission. 

Excluded  from  this  function  are  financial  assistance  for  educational  purposes, 
child  care  services,  vocational  and  manpower  training  and  vocational  rehabilita- 
tion services  and  stipends,  medical  care  (whether  in  cash  or  kind),  subsidies  to 
businesses  (such  as  farm  price  supports)  even  though  they  may  end  up  as 
income  to  persons,  and  income  security  programs  restricted  to  veterans  and  their 
dependents. 

Committee  Views 

food  stamps  and  other  nutrition  programs 

The  proposed  budget  is  understated  by  $186  million  in  the  Child 
Nutrition  programs.  Further,  the  request  for  the  Food  Stamp  program 
is  based  on  the  program  changes  proposed  by  the  Administration  and 
on  an  estimated  30  percent  decrease  in  the  average  number  of  par- 
ticipants per  year.  At  current  levels  of  participation,  the  existing  pro- 
gram would  require  additional  funds  above  the  budget  request.  Major 
food  stamp  reform  legislation  is  now  under  consideration  by  the  House 
and  Senate  Agriculture  Committees  that  may  result  in  significant 
funding  adjustments. 
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The  Committee  wishes  to  emphasize  a  point  which  is  especially 
-crucial  to  understanding  the  budget  of  the  Food  and  Nutrition  Serv- 
ice (FJtf'S).  In  -essence,  the  President  has  presented  two  separate  pro- 
posals regarding  FNS  activities.  The  proposal  ho  which  this  report 
addresses  itself  is  the  one  related  to  the  budget  figures  which  appear 
in  the  individual  appropriation  language  paragraphs,  as  follows:  (In- 
stitutional Nutrition  Support,  $2,800,307,000 ;  Special  Nutrition  Sup- 
plements, $277,677,000;  Food  Program  Administration,  $60,889,000: 
in  all,  a  total  of  $3,138,873,000).  The  other  proposal  relates  to  the 
President's  block  grant  legislation  for  the  food  and  nutrition  programs 
which,  of  course,  is  subject  to  passage  by  the  Congress.  That  legis- 
lative proposal  contemplates  substituting  a  new  budget  request  of 
$2  billion  for  the  $3.1  billion  in  the  Budget  now  before  Congress  for 
the  programs  enumerated  above.  Thus,  in  discussing  a  target  ceiling 
one  must  specify  to  which  Presidential  proposal  it  is  related.  Moreover, 
the  President's  budget  for  these  programs  is  presented  in  the  format 
of  a  program  and  appropriation  structure  greatly  changed  from  the 
current  structure.  This  can  present  the  potential  for  misunderstanding 
when  comparing  the  1976  appropriations  with  the  1977  requests  in  the 
Budget. 

The  budget  proposes  that  Section  32  funds,  totalling  some  $1,111,- 
000.000,  be  used  to  purchase  food.  Sufficient  Section  32  funds  must  be 
available  to  provide  stability  and  orderly  marketing  as  originally 
contemplated  in  the  authorizing  legislation.  To  shift  production- 
related  funds  entirely  to  consumption  is  to  invite  the  day  when  there 
is  too  little  to  consume  because  there  was  not  enough  produced. 

UNEMPLOYMENT   COMPENSATION   AND   BENEFITS 

In  the  event  Special  Unemployment  Assistance  and  Federal  Supple- 
mentary Benefits  legislation  is  extended  increases  in  a  range  of  $900 
million  to  $2.7  billion  may  be  required.  In  addition,  based  on  past 
workload  and  increasing  medical  costs,  payments  for  job  related  in- 
juries and  illness  of  Federal  employees  may  be  understated  by 
$100  million. 

SOCIAL   SECURITY  AND  PUBLIC   ASSISTANCE 

The  1977  budget  estimate  of  $18,400,295,000  for  public  assistance 
payments  includes  $6,215,000,000  for  maintenance  assistance,  which 
may  be  understated  by  $200-$800  million. 

the  Federal  fund  estimate  for  Social  Security  of  $13,537,912,000  in- 
cludes $5,910,122,000  for  supplemental  security  income  which  may 
be  understated  by  as  much  as  $350  million. 

LOW-   AND   MODERATE-INCOME   HOUSING  ASSISTANCE 

The  1977  budget  requests  $850  million  of  new  annual  contract  au- 
thority and  $16,572,900,000  of  budget  authority  for  annual  contribu- 
tions for  assisted  housing.  The  budget  also  assumes  that  in  addition  to 
the  new  contract  authority  requested  for  1977,  $359,400,000  of  unused 
annual  contract  authority  will  be  carried  over  from  the  transition 
quarter.  The  total  of  $1.2  billion  of  annual  contract  authority  avail- 
able in  1977  would  be  used  to  produce  400,000  units  of  Section  8  as- 
sisted housing  and  6,000  units  of  conventional  Indian  public  housing. 
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While  there  are  a  number  of  factors  that  could  affect  the  actual 
carryover  realized,  it  would  appear  that  a  reduction  of  approximately 
$150  million  in  new  annual  contract  authority  could  be  applied  to  fiscal 
year  1977.  This  would  reduce  the  request  for  new  contract  authority  to 
$700  million  and  the  accompanying  budget  authority  to  approxi- 
mately $13.5  billion.  The  proposed  reduction  is  based  on  the  assump- 
tion that  the  carryover  will  be  larger  than  estimated  in  the  budget 
because  it  appears  that  the  number  of  assisted  housing  units  reserved 
in  1976  and  the  transition  quarter  will  fall  well  below  the  current 
estimate  of  400,000. 

The  amount  requested  for  housing  payments  in  1977  is  $3,070,000,- 
000.  Of  this  amount,  the  budget  assumes  that  $799  million  will  be  re- 
quired for  payments  under  the  Section  8  program.  Although  this  ac- 
count is  totally  uncontrollable  and  the  funds  are  required  to  liquidate 
prior  commitments  made  under  the  assisted  housing  programs,  it  is 
estimated  that  the  amount  requested  could  be  reduced  from  $50  mil- 
lion to  $100  million.  This  reduction  is  based  on  the  assumption  that 
there  will  be  less  Section  8  activity  than  anticipated  in  the  budget. 

The  1977  budget  request  for  operating  subsidies  for  operation  of 
low-income  housing  projects  is  $463,600,000.  This  is  $71,400,000  less 
than  the  level  provided  in  1976.  The  1977  request  assumes  passage  of 
legislation  that  would  revise  the  definition  of  income  under  the  Public 
Housing  Program  so  that  it  conforms  to  the  definition  used  under  the 
Section  8  Low  Income  Housing  Assistance  Program.  It  is  not  ex- 
pected that  these  changes  will  become  law,  and  at  least  $112  million 
of  additional  operating  subsidies  above  that  requested  in  the  budget 
will  be  required.  v. 
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Veterans  Benefits  and  Services 
recapitulation  of  the  president's  budget 

[In  thousands  of  dollars) 


Fiscal  year  1977  outlays 


Budget        From  new       From  prior 
authority  current  year  balances  Total 


Appropriation  request: 

Requiring  authorization 

Not  requiring  authorization 18,140,939       16,760,938        1,414,817        18,175,755 

Proposed  legislation -922,500        -923,500 -923,500 

Subtotal,  appropriation  requests 17,218,439       15,837,438        1,414,817        17,252,255 

Permanent,  trust  funds,  and  other  backdoor  authority...          974,846              4,046           452,579  456,625 

Offsetting  receipts -512,421 -512,421 

President's  budget  request 17,680,864 17,196,459 

Functional  Description 

This  function  consists  of  programs  providing  benefits  and  services,  the  eligi- 
bility for  which  is  related  to  military  service  but  which  are  not  an  integral  part 
of  national  defense.  It  includes  veterans  service-connected  compensation;  non- 
service-connectjed  pensions;  readjustment  benefits;  housing;  and  medical  care 
pirograms. 

As  a  normal  rule,  the  outlays  in  this  function  are  similar  to  those  in  the 
broader  general  purpose  functions  (such  as  income  security  or  health)  but  are 
restricted  to  veterans  and  their  dependents. 

Committee  Views 

compensation  and  pensions 

The  1977  budget  request  for  compensation  and  pensions  is  $8,153,- 
400,000,  a  decrease  of  $95,000,000  below  1976.  The  1977  level  assumes  a 
caseload  decline  of  68,000.  Actual  caseload  experience  for  January 
showed  an  increase  against  the  1976  plan.  Thus,  it  seems  possible  that 
the  full  68?000  anticipated  decline  in  caseload  will  not  materialize. 
Therefore  it  is  estimated  that  an  additional  $100  million  may  be  re- 
quired to  meet  actual  caseload  demands  in  fiscal  year  1977. 

In  addition,  the  1977  budget  carries  no  provision  for  extension  of 
the  8  percent  pension  increase  which  became  effective  on  January  1, 
1976.  The  law  provides  for  only  a  nine  month  increase — or  through 
September  30,  1976.. It  is  estimated  that  a  minimum  of  from  $200  to 
$300  million  additional  will  be  required  in  1977  to  continue  the  8  per- 
cent pension  rate  increase.  Legislation  providing  more  than  8  percent 
would,  of  course,  require  additional  resources. 

READJUSTMENT  BENEFITS 

An  appropriation  of  $4,873,000,000  is  requested  for  readjustment 
benefits  in  1977,  a  decrease  of  $1,341,475,000  below  the  current  level  of 
$6,214,475,000.  The  decrease  is  due  primarily  to  the  cutoff  of  the  ten 
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year  delimiting  period  which  ends  on  May  31,  1976.  The  decrease  is 
also  directly  attributable  to  a  lower  discharge  rate  from  the  armed 
forces. 

A  substantial  additional  savings  in  this  appropriation  account  could 
be  realized  if  the  prepayment  of  benefits  was  eliminated  or  substan- 
tially altered.  The  amount  of  overpayments  increased  from  2.7  per- 
cent of  obligations  incurred  in  fiscal  year  1972,  to  15.6  percent  for  the 
first  6  months  of  fiscal  year  1976.  This  increase  occurred  after  the 
implementation  of  prepayment  and  advance  payment  procedures.  An 
analysis  of  current  data  indicates  that  between  60  and  75  percent  of 
overpayments  result  directly  from  the  monthly  prepayments  of  bene- 
fits after  the  initial  enrollment  of  the  student.  The  advance  payment 
which  is  made  at  the  time  of  enrollment  does  not  appear  to  be  a  sig- 
nificant cause  of  the  overpayment  problem. 

Based  on  an  appropriation  request  of  $4,873,000,000  for  readjust- 
ment benefits  in  1977.  a  savings  of  up  to  $438  million  could  be  achieved 
if  the  prepayment  of  benefits  was  dropped  or  modified  substantially. 
If  the  10-year  delimiting  period,  which  is  scheduled  to  end  on  May  31, 
1976,  is  extended  for  two  years,  an  additional  $900  million  will  be  re- 
quired in  fiscal  year  1£77. 

MEDICAL  CARE 

A  total  of  $4,173,232,000  is  requested  for  medical  care  in  1977.  an 
increase  of  $307,776,000  above  the  current  estimate  for  1976.  This  in- 
crease assumes  a  constant  level  of  outpatient  visits.  It  is  the  intention 
of  the  Veterans  Administration  to  attempt  to  hold  at  that  level  by 
•limiting  c»re  to  non-service  connected  veteran*  in  favor  of  increasing 
care  to  service-connected  veterans.  If  the;  outpatient  caseload  can  be 
maintained  at  the  current  levels,  the  estimate  for  1977  appears  reason- 
able. 

LEGISLATIVE   PROPOSALS 

The  1977  budget  request  assumes  that  $922  million  will  be  saved 
because  of  legislation  proposed  for  separate  transmittal.  If  these  pro- 
posals are  not  adopted  by  the  Congress,  additional  funds  would  be  re- 
quired in  the  1977  budget. 

The  three  principal  elements  of  the  proposed  savings  are:  (a) 
$85;©0Oy00O — eliminate  veterans  burial  payments  in  instances  where 
they  duplicate  other  federally-financed  burial  benefits;  (b)  $130,000.- 
000 — provide  for  reimbursement  to  the  Veterans  Administration  by 
private  carrier  for  the  cost  of  medical  care  extended  to  non-service  con- 
nected veterans;  (e)  $712,000,000^— elimin-ate  or  terminate  certain 
educational  benefits,  including  repeal  of  the  two-year  delimiting  date 
extension  for  veterans  education  which  Was  extended  from  eight  years 
to  ten  years  in  Public  Law  93-337. 

All  of  these  proposals  were  recommended  by  the  President  in  a  simi- 
lar form  last  year.  It  is  expected  that  both  the  education  benefits  and 
burial  payment  proposals  will  not  be  enacted.  However,  there  is  some 
indication  that  the  recommendation  for  reimbursement  of  medical 
costs  by  private  insurance  carriers  will  receive  favorable  consideration 
ift  the  House. 
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Law  Enk)R<^ment  ANtr  Justice* 

KCAF»T«iA^IO»dfs  TlHt:  PWESIOBWrS  BUBQtt 


Budget 
authority 

Fiscal  year  1977  outlays 

From  new        From  prior 
current    year  balances 

Total 

Appropriation  request: 

Requiring  authorization 

Not  requiring  authorization 

699, 474 
2,621,947 

147,158  

147,158 

2,283,278         1,005,483 

3, 288,  761 

Subtotal,  appropriation  requests.. 

3, 321, 421 
6,070 
-9,450  ., 

2, 430,  436         1, 005, 483 
5, 899             -6, 370 

3,  435,  919 

Permanent,  trust  funds,  and  other  backdoor  authority 

Offsetting  receipts 

-471 
-9,  45C 

President's  budget  request 

3,318,041  .. 

3,  425,  998 

Functional  Description 

This  function  includes  those  programs  designed  to  provide  judicial  services, 
police  protection,  law  enforcement  (including  civil  rights),  rehabilitation  and 
incarceration  of  criminals,  and  promotion  of  the  general  maintenance  of  domestic 
order.  The  major  programs  and  agencies  administering  this  function  include  the 
Federal  Bureau  of  Investigation,  the  Customs  Service,  Justice  Department  legal 
activities,  the  Federal  Judiciary,  Federal  Bureau  of  Prisons,  and  the  Law  En- 
forcement Assistance  Administration. 

DEPARTMENT    OF    JUSTICE 

The  budget  request  for  the  Law  Enforcement  Assistance  Adminis- 
tration is  $707,944,000,  a  decrease  of  $101,694,000  from  the  current  year. 
While  the  total  amount  requested  for  LEAA  for  fiscal  year  1977  ap- 
pears reasonable,  some  adjustments  within  the  total  may  be  made 
which  would  include  the  Juvenile  Justice  and  Delinquency  Prevention 
Program  and  the  Law  Enforcement  Education  Program. 

With  respect  to  the  Federal  Bureau  of  Investigation,  the  Committee 
is  of  the  opinion  that  the  budget  request  for  fiscal  year  1977  is  in- 
sufficient to  carry  out  the  FBI's  law  enforcement  responsibilities.  Con- 
sequently, the  Committee  has  identified  a  possible  heeded  increase  in 
the  budget  for  the  FBI  in  the  range  of  up  to  $50  million. 

The  Committee  also  believes  that  additional  requirements  may  exist 
in  the  range  of  $15  million  in  other  activities  of  the  Department  of 
Justice,  primarily  the  Immigration  and  Naturalization  Service,  the 
Drug  Enforcement  Administration,  and  the  U.S.  Marshals  Service. 


LEGAL    SERVICES    CORPORATION 

The  request  for  the  Legal  Services  Corporation  for  fiscal  year  1977 
submitted  in  the  President's  budget  is  $80  million.  This  is  a  reduction 
of  $8  million  from  the  fiscal  year  1976  funding  level.  Pending  further 
review,  the  Committee  feels  there  may  be  ample  justification  to  fund 
the  program  at  a  level  of  approximately  $100  million. 
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CUSTOMS    SERVICE 


The  budget  for  the  U.S.  Customs  Service  of  the  Treasury  Depart- 
ment would  decrease  personnel  by  over  300  positions.  The  Commit- 
tee feels  that  this  reduction  would  not  only  lessen  the  effect  of  the 
agency's  contraband  and  drug  control  program,  but  would  also  reduce 
service  and  cause  inconveniences  to  the  many  millions  of  visitors  to 
this  country  each  year.  The  Committee  contemplates  restoring  the 
personnel  level  to  the  fiscal  1976  level  at  an  estimated  cost  in  the  range 
of  $11  million. 
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General  Government 

recapitulation  of  president's  budget 


[1 

n  thousands  of  dollars) 

Budget 
authority 

Fiscal  year  1977  outlays 

From  new 
current 

From  prior 
year  balances 

Total 

Appropriation  request: 

Requiring  authorization 

Not  requiring  authorization 

84,321 

6,325,332 

65, 132  . 
6, 079, 141 

65, 132 

273, 436 

6, 352, 577 

Subtotal 

Supplemental 

6,409,653 

225,889 

-1,354 

6, 144, 273 
225, 889 
-1, 554 

273,436 

6, 417, 709 
225,889 

Proposed  legislation 

700 

-854 

Subtotal,  appropriation  requests 

6,634,188 

6, 368, 608 
4,  310, 151 

274, 136 
5,532 

6, 642, 744 

Permanent,  trust  funds  and  other  backdoor  authoi 
Offsetting  receipts ^ 

rity 4,351,409 

-7,525,397  . 

4,  315, 683 
-7, 525, 397 

President's  budget  request 

3,460,200  .. 

3, 433, 030 

Functional  Description 

This  function  includes  the  general  overhead  costs  of  the  Federal  Government 
including  legislative  and  executive  activities;  provision  of  central  fiscal,  per- 
sonnel, and  property  activities ;  and  the  provision  of  services  that  cannot  reason- 
ably be  classified  in  any  other  major  function.  As  a  normal  rule,  all  activities 
reasonably  or  closely  associated  with  other  functions  are  included  in  that  func- 
tion rather  than  listed  as  a  part  of  general  government. 

Included  in  this  function  is  the  Legislative  Branch,  the  White  House  and  Exec- 
utive Office  of  the  President,  the  Internal  Revenue  Service  and  other  fiscal  man- 
agement activities  of  the  Treasury  Department;  the  general  property,  supply 
operation,  and  records  management  activities  of  the  General  Services  Adminis- 
tration ;  federal  personnel  management  activties  of  the  Civil  Service  Commission ; 
territories  and  possessions ;  and  claims  and  judgments. 

Committee  Views 

On  the  basis  of  a  preliminary  review  of  the  various  appropriation 
requests  comprising  this  function,  it  appears  that  the  budget  assump- 
tions are  generally  adequate.  The  Committee  notes,  however,  that  the 
budget  makes  no  provision  for  the  implementation  of  the  Northern 
Marianas  Covenant  recently  approved  by  the  Senate.  The  budget  re- 
quest for  this  and  other  high  priority  programs  in  U.S.  Territories 
administered  by  the  Department  of  Interior  appear  to  be  inadequate. 

In  addition,  the  Legislative  Branch  is  likely  to  require  an  increase  of 
$13  million,  and  various  Treasury  Department  adjustments  will  result 
in  an  additional  $70  million  in  budget  authority  and  $65  million  in 

outlays.  _ 
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Revenue  Sharing  and  General  Purpose  Fiscal  Assistance 
recapitulation  of  the  president's  budget 

[In  thousands  of  dollars] 

Fiscal  year  1977  outlays 


Budget         From  new        From  prior 
authority  current    year  balances  Total 


Appropriation  requests 287,767  287,566  129  287,695 

Permanent,  trust  funds,  and  other  backdoor  authority 8,782,605         6,&69, 129         1,  917,  4C5  8,786,534 

Offsetting  receipts -1,723,250 : -1,723,250 

President's  budget  request 7,347,122 .' 7,350,979 

Functional  Description 

This  function  includes  Federal  aid  to  State,  local,  and  territorial  governments 
that  is  available  for  general  fiscal  support  or  is  available  for  distribution  among 
programs  involving  two  or  more  major  budgetary  functions  when  the  distribu- 
tion among  those  functions  is  at  the  discretion  of  the  recipient  jurisdiction.  It  in- 
cludes payments  in  lieu  of  taxes,  broad-purpose  shared  revenues,  General  Reve- 
nue Sharing,  the  Federal  payment  to  the  District  of  Columbia,  and  payments 
to  States  of  receipts  from  the  Forest  Service  and  land  management  activities  of 
the  Department  of  the  Interior.  In  addition,  the  Department  of  Treasury  returns 
to  Puerto  Rico  and  the  Virgin  Islands  most  Federal  taxes  and  other  revenues 
collected  there. 

Committee  Views 

new  york  city  seasonal  financing  fund 

The  1977  budget  requests  no  additional  monev  for  the  New  York  City 
seasonal  financing  fund.  The  $2,300,000,000  provided  in  FY  1976  is 
intended  to  cover  the  full  three  year  program.  This  program  requires 
that  the  amount  loaned  be  repaid  by  June  30  of  each  year. 

While  it  appears  that  the  $2.3  billion  is  sufficient  for  fiscal  year  1976, 
the  financial  outlook  of  New  York  City  in  1977  remains  uncertain.  De- 
pending on  policy  decisions  to  be  made  by  the  President,  the  Congress, 
and  the  State,  it  is  not  unreasonable  to  expect  that  substantial  addi- 
tional funds  could  be  required  to  avoid  a  New  York  default  in  fiscal 
year  1977  and  beyond. 

REVENUE   SHARING 

Existing  authorizing  legislation  for  this  program  expires  December 
31, 1976.  It  appears  that  if  the  program  is  extended  it  is  likely  that  the 
Committee  on  Appropriations  would  have  jurisdiction  for  providing 
appropriations.  It  is  also  possible  that  many  Members  of  the  Com- 
mittee would  support  the  program  being  continued  at  its  present  level. 
Additionally,  it  should  be  pointed  out  that  the  President's  Budget 
contains  no  additional  increase  for  this  program,  as  is  popularly 

believed.  
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Interest 
recapitulation  of  the  president's  budget 

[In  thousands  of  dollars] 


Budget 
authority 

Fiscal  year  1977  outlays 

From  new        From  prior 

current    year  .balances                 Total 

Interest  on  the  public  debt 

45,000,000  .. 

45,000,000 

Other  i nterest 

-3,703,578  .. 

-3,703,188 

President's  budget  request.. 

41.296.422 

41.296.812 

Committee  Views 

Historically,  the  actual  interest  paid  during  a  fiscal  year  tends  to  be 
greater  than  that  estimated  at  the  time  the  budget  is  prepared.  For 
1977  the  budget  assumes  that  the  interest  rate  on  91  day  Treasury 
bills — a  major  means  of  financing  the  debt — will  remain  at  5.5  percent, 
the  current  market  rate  at  the  time  the  estimates  were  made  in  Janu- 
ary. If  the  economy  continues  to  expand,  and  the  private  sector  com- 
petes more  for  borrowing,  the  rates  may  increase  and  thus  cause  an 
increase  in  the  total  amount  of  interest  to  be  paid  during  fiscal  year 
1977. 

In  addition,  if  Federal  outlays  increase  as  indicated  in  the  Commit- 
tee's contingency  estimates,  interest  on  the  debt,  at  5.5  percent,  could 
increase  by  about  a  billion  dollars. 
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SEPARATE  VIEWS  6f  HON.  JOSEPH  P.  ADDABBO 

As  a  member  of  the  Defense  Appropriation  Subcommittee,  I  pre- 
sent these  separate  views  as  I  am  not  in  agreement  with  the  report 
submitted  by  the  Defense  Appropriations  Subcommittee. 

I  cannot  condone  the  proposed  increase  of  some  $14  billion  in  the 
Defense  Budget  at  a  time  when  many  programs  of  direct  benefit  to 
our  people  are  not  increased  or  are  being  cut  back. 

The  budget  authority  requested  for  FY  1977  for  activities  covered 
in  the  Defense  Appropriation  Act  totals  $106,606,000,000.  The  Com- 
mittee recommendations  for  these  activities  total  $105,736,000,000,  a 
reduction  of  only  $930,000,000  in  Budget  Authority  and  merely  $160,- 
600,000  in  outlays. 

The  requested  increase  in  this  same  area  is  $16,200,000,000  in  Budget 
Authority.  This  increase,  we  are  told,  would  provide  about  $8.0  billion 
ior  inflation  and  about  $8.0  billion  for  real  growth  in  defense 
programs. 

The  Congress  made  sharp  reductions  totalling  more  than  $7.0  bil- 
lion in  Defense  Department  requests  covered  by  the  Defense  Appro- 
priation Act  last  year.  Still,  the  sum  appropriated  provided  more 
than  $2.0  billion  in  real  growth  for  the  Department. 

Although  Administration  spokesmen  talk  mostly  of  the  threat  pre- 
sented by  the  Soviet  increases  in  strategic  offensive  forces,  most  of  the 
real  increase  proposed  in  the  Budget  relates  to  General  Purpose 
Forces.  Increases  in  General  Purpose  Forces  cannot  offset  Soviet  in- 
creases in  strategic  power  if  it  is  necessary  to  offset  those  increases. 

There  are  many  areas  in  which  reductions  could  be  made  without 
impairing  the  military  strength  of  the  United  States.  Further  hear- 
ings will  reveal  more  such  areas.  I  will  set  forth  some  of  the  more 
obvious  areas  in  which  reductions  should  be  made,  fully  recognizing 
that  there  are  other  areas  which  I  will  not  discuss  in  these  views,  which 
I  fear  will  be  too  lengthy  now. 

UNOBLIGATED   AND   UNEXPENDED  BALANCES 

The  Committee  on  Appropriations'  recommendation  proposes  to 
increase  defense  spending  at  a  more  rapid  rate  than  the  Department 
can  properly  assimilate.  It  is  estimated  by  the  Defense  Department 
that  at  the  end  of  fiscal  year  1981,  some  $2.8  billion  which  was  ap- 
propriated in  fiscal  year  1974  and  in  prior  years  will  remain  unex- 
pended. It  would  appear  that  these  funds  are  not  necessary  to  ap- 
proved defense  programs  and  might  be  deleted. 

It  is  estimated  by  the  Department  of  Defense  that  at  the  end  of  the 
transition  period  between  FY  1976  and  FY  1977,  unobligated  balances 
totaling  $17,769,630,000  will  be  carried  forward  into  FY  1977.  It  is 
further  estimated  that  at  the  end  of  FY  1977,  one  year  later,  $21,068,- 
919,0000  will  be  unobligated  and  carried  forward  into  FY  1978. 
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The  Defense  Department  estimates  that  unexpended  balances  will 
grow  even  more.  At  the  end  of  the  transition  quarter,  $70,816,574,000 
will  be  carried  forward  into  FY  1977.  At  the  end  of  FY  1977,  it  is 
estimated  that  $84,149,580,000  will  remain  unexpended  and  will  be 
carried  forward  into  the  next  fiscal  year.  It  seems  clear  that  the  De- 
fense Department  is  being  seriously  overf  unded. 

MINUTEMAN    III 

It  makes  no  sense  militarily  to  spend  $300  million  this  year  to 
continue  the  Minuteman  III  production  line.  We  have  550  Minute- 
man  Ill's  and  450  Minuteman  II's  in  silos.,  and  sufficient  numbers 
of  additional  Minuteman  III  missiles  for  contingencies  and  for  opera- 
tional testing  to  take  us  through  1988.  The  new  M-X  Advanced 
ICBM  is  scheduled  to  replace  the  Minuteman  in  the  mid-1980's. 

Buying  additional  Minuteman  III  missiles  does  not  enhance  our 
strategic  deterrence  posture  because  we  cannot  add  to  our  land-based 
MIRY  force  without  violating  the  Vladivostok  limitation  of  1,320 
MIRY  launchers.  In  addition  to  the  550  Minuteman  Ill's  in  silos, 
we  have  currently  deployed  496  Poseidon  missile  with  MIRV's.  When 
the  10  Trident  submarines  enter  the  inventory,  they  will  add  240  to 
the  MIRY  numbers,  for  an  overall  total  of  i,286  MIRY  launchers. 
That  means  only  34  additional  Minuteman  Ill's  can  be  deployed  and 
still  remain  within  the  1.320  Vladivostok  limit.  Yet  the  Air  Force 
must  deploy  Minuteman  Ill's  in  groups  of  50.  This,  of  course,  could 
be  done  now  with  close  to  140  additional  Minuteman  Ill's  in  the  in- 
ventory or  on  order  and  not  in  silos. 

The  front  end  of  the  Minuteman  III  production  line  began  to  close 
in  July  of  last  year.  The  Air  Force  has  testified  it  would  cost  about 
$3r50  million  to  reopen  the  line  once  it  shuts  down.  We  have  been  spend- 
ing close  to  that  amount  in  each  of  the  last  several  years  merely  to 
maintain  an  on-going  production  line. 

We  have  not  been  buying  "SALT  bargaining  chips"  these  last 
several  years  because  we  are  not  increasing  the  number  of  Minuteman 
Ill's  in  silos.  We  do  not  impress  the  Soviet  Union  by  merely  buying 
Minuteman  III  missiles  beyond  our  operational  test  requirements.  We 
are  not  adding  meaningful  growth  to  our  national  defense;  we  are 
not  buying  "bargaining  chips"  for  the  SALT  negotiating  table ;  but 
we  are  wasting  hard-earned  tax  revenues.  It  is  time  to  stop  this  waste 
now. 

The  $300  million  added  to  the  budget  to  continue  Minuteman  III 
production  cannot  be  justified. 

B-l   BOMBER 

The  FY  1977  budget  contains  $948  million  to  compete  the  funding 
of  the  first  three  B-l  production  bombers,  plus  $89  million  in  advance 
procurement  funding  for  eight  additional  bombers  in  FY  1978. 

The  General  Accounting  Office  has  pointed  out  that  the  B-l  entered 
full  scale  development  in  1969.  Seven  years  later,  specific  and  well 
defined  cost,  schedule  and  performance  thresholds  have  not  been 
established  for  the  B-l  program.  Until  appropriate  and  well  defined 
thresholds  are  set  out  for  the  B-l  program,  neither  the  Secretary 
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of  Defense  nor  the  Congress  can  objectively  assess  the  probability 
of  acquiring  a  mission-capable  weapon  system  within  fund  and  time 
limitations.  We  have  already  seen  the  initial  operational  capability 
date  slip  38  months  and  supersonic  penetration  speed  degraded  27 
percent.  As  a  matter  of  fact,  the  B-l  does  not  meet  the  development 
estimate  in  nine  categories  of  requirements,  including  the  subsonic 
and  supersonic  missions. 

We  were  told  last  year  that  the  Air  Force  "may"  test  the  primary 
mission  profiles  just  prior  to  the  production  decision  in  November,  1976, 
"but  we  will  not  do  extensive  flight  testing  at  that  altitude  until  some- 
what later."  The  Air  Force  was  unable  to  provide  the  Committee 
with  the  B-l  test  flights  for  the  year.  We  were  advised  that  the  Air 
Force  did  not  have  such  a  flight  test  plan ;  that  in  general,  flight  test- 
ing is  predicated  on  the  results  of  the  preceding  flight. 

The  research  and  development  program  will  cost  close  to  S4  billion. 
There  is  about  $1.2  billion  of  the  research  and  development  program 
yet  to  be  funded  by  Congress.  It  is  not  realistic  to  enter  production 
on  a  program  as  important  as  the  B-l  bomber  with  over  $1  billion 
worth  of  development  and  testing  to  be  completed.  Furthermore,  no 
production  aircraft  should  be. funded  until  the  subsonic  and  super- 
sonic mission  requirements  have  been  fully  tested  and  satisfactorily 
demonstrated.  The  present  production  schedule  does  not  permit  this 
to  happen.  In  my  opinion,  the  production  decision  should  be  delayed 
one  year  in  order  to  complete  more  of  the  research  and  development 
program  and  adequately  test  the  aircraft  which  now  has  a  production 
unit  cost  of  $72.8  million  and  a  program  unit  cost  of  $87.8  milion. 

For  the  foregoing  reasons,  the  $948  million  budgeted  to  initiate 
production  of  three  B-l  bombers  should  be  denied. 

E-3A  AWACS  AIRCRAFT 

The  Air  Force  is  requesting  $384.6  million  to  buy  six  additional 
E-3A  AWACS  aircraft,  plus  $42  million  in  advance  procurement 
funding  for  six  more  aircraft  in  FY  1978. 

Through  the  transition  quarter,  Congress  has  funded  a  total  of  13 
AWACS  for  the  Air  Force.  The  Secretary  of  Defense  testified  in 
April  1975  that  15  AWACS  aircraft  would  satisfy  our  non-NATO 
requirements.  A  recent  study  by  our  Surveys  and  Investigations 
Staff  concurs  with  a  need  for  no  more  than  15  non-NATO  AWACS 
systems,  and  considers  the  Air  Force  requirement  of  34  such  aircraft 
to  be  overstated. 

It  is  time  that  NATO  begin  to  pay  its  fair  share  of  the  defense  of 
Europe.  If  our  own  military  will  not  do  it,  then  it  is  Congress 
that  must  make  it  perfectly  clear  that  the  American  taxpayer  can 
and  will  no  longer  pay  for  weapon  systems  that  are  uniquely  re- 
quired for  NATO  defense.  If  AWACS  is  required  for  European 
defense,  then  NATO  should  pay  for  the  AWACS  required  to  meet 
that  requirement. 

While  I  doubt  that  additional  AWACS  are  needed  for  the  United 
States,  I  would  propose  funding  no  more  than  two  additional  air- 
craft in  FY  1977  and  recommend  a  reduction  in  the  budget  of  $278.4 
million,  including  the  $42  million  in  advance  procurement  budgeted 

for  an  FY  1978  buy. 
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TRIDENT  MISSILE 


The  FY  1977  Navy  budget  contains  $880  million  for  inital  pro- 
duction of  the  Trident  1  missile,  plus  $253.4  million  in  advance  pro- 
curement funding  for  a  buy  in  FY  1978. 

By  the  time  the  Navy  proposes  to  award  a  production  contract  for 
the  Trident  missile,  only  one  development  flight  test  will  have  been 
conducted.  The  Trident  missle  is  being  developed  by  Lockheed  Space 
Missiles  Division,  drawing  on  experience  gained  in  the  Poseidon 
missile  program.  There  is  a  major  modification  effort  on-going  at 
the  present  time  to  increase  the  reliability  of  the  Poseidon  missile. 

Trident  is  too  important  a  program  to  trust  to  chance.  We  must 
avoid  the  pitfalls  of  the  past  which  tell  us  of  the  danger  in  pre- 
maturely entering  into  production  before  adequate  testing  is  com- 
pleted. About  $1  billion  of  research  and  development  funding,  or 
almost  one-third  of  the  total  R.D.T.  &  E.  funding  required,  remains 
to  be  provided  by  Congress. 

The  Trident  missile  has  experienced  premature  detonations  of  its 
second  stage  motor.  The  Navy  is  "guardedly  optimistic"  the  second 
stage  motor  problems  have  been  identified.  We  need  more  than 
"guarded  optimism"  before  we  begin  to  spend  over  $6.6  billion  in 
producing  Trident  1  production  missiles.  And  we  need  more  than 
one  missile  test  before  anyone  can  decide  whether  or  not  we  should 
enter  production.  In  the  years  I  have  been  on  the  Defense  Subcom- 
mittee, I  have  seen  the  results  of  prematurely  entering  production 
on  weapon  systems.  It  takes  longer  to  field  such  weapons  and  at  far 
greater  cost  than  if  we  followed  an  orderly  development  and  tost 
program.  At  the  same  time,  the  Soviets  will  monitor  our  Trident 
missile  tests  in  much  the  same  way  they  did  our  Poseidon  missile 
test  program.  If  we  experience  early  development  problems,  and  in 
a  research  and  development  program  we  inevitably  will,  we  are 
not  fooling  our  adversaries.  It  is  the  American  people  that  will  be 
misled. 

I  strongly  urge  the  deletion  of  $880  million  for  Trident  missile 
production.  At  the  same  time,  I  propose  fully  funding  the  research 
and  development  request  and  the  $253.3  million  in  advance  pro- 
curement funding. 

CSGN    NUCLEAR    STRIKE    CRUISER 

The  Navy  has  budgeted  $170  million  for  long  leadtime  funding  of  a 
CSGN  nuclear-powered  strike  cruiser.  The  detailed  design  of  this 
ship  has  not  been  completed.  The  nuclear  power  plant  for  the  ship 
must  be  developed  and  tested  because  the  ship  has  grown  from  11,000 
tons  last  year  to  over  17,200  tons  this  year.  Furthermore,  the  lead  ship 
cost  estimate  has  increased  from  $1.2  billion  to  $1.4  billion. 

The  FY  1977  research  and  development  budget  contains  $33.3  mil- 
lion for  contract  design  of  the  ship  and  propulsion  plant.  The  design 
and  development  of  the  nuclear  power  plant  will  not  be  completed 
until  FY  1978.  After  FY  1977,  a  total  of  $38.5  million  in  research  and 
development  will  be  required  for  this  ship. 
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Because  of  the  uncertainty  of  the  ship  design  at  this  time  and  the 
extensive  design  and  development  effort  required  for  the  new  nuclear 
power  plant,  no  production  funds  for  the  strike  cruiser  should  be  pro- 
vided this  year.  Without  a  detailed  ship  design  and  successful  design 
and  development  of  the  nuclear  power  plant,  the  cost  of  this  ship  is  not 
known.  Congress  should  be  provided  with  firm  cost  estimates  before 
production  funds  are  released.  For  these  reasons,  I  believe  the  $170 
million  should  be  deleted  from  the  FY  1977  shipbuilding  budget. 

OTHER   PROCUREMENT 

The  "Other  Procurement"  appropriations  of  the  Army,  Navy,  and 
Air  Force  provide  for  procurement  of  a  wide  variety  of  items,  ranging 
from  trucks  and  buses  to  munitions  and  electronic  equipments.  In  just 
two  years,  since  FY  1975,  these  appropriations  have  increased  by  35 
percent,  and  the  one  year  increase  from  FY  1976  to  FY  1977  is  nearly 
20  percent.  Some  of  this  can  be  attributed  to  inflation,  and  part  is 
necessary  to  catch-up  in  areas  where  procurements  were  postponed  due 
to  higher  priorities  in  the  Vietnam  War  era.  However,  much  of  the  ex- 
pansion in  this  procurement  is  in  programs  where  research  and  testing 
has  not  been  completed.  More  still  is  for  increases  in  inventory  objec- 
tives which  are  based  on  changes  in  requirements  not  as  yet  justified 
to  the  Congress.  Additional  increases  result  from  expansion  of  many 
of  the  1,000  plus  line  items  that  make  up  the  Other  Procurement  ap- 
propriations. Certain  of  these  increases  are  necessary  and  desirable, 
but  others  can  be  safely  postponed  or  eliminated  without  a  serious  im- 
pact on  our  defense  posture.  Because  of  this,  I  believe  a  reduction  of 
one-half  of  the  increase  in  the  "Other  Procurement"  requests  of  $600 
million  could  prudently  be  made. 

PREMATURE    PROCUREMENT 

While  detailed  budget  hearings  have  noi  been  held,  a  number  of 
other  items  budgeted  in  the  procurement  appropriations  have  been 
identified  thus  far  as  not  requiring  funding  this  year  because  they 
either  are  premature  in  their  funding  request  due  to  lack  of  adequate 
testing  and/or  design,  they  should  be  slowed  down  because  they  are 
experiencing  problems,  or  they  are  in  fact  not  justified. 

As  we  progress  with  our  detailed  hearings  on  the  Defense  budget, 
there  will  be  other  items  identified  which  should  not  be  funded  in  FY 
1977.  But  from  my  review  of  the  budget  through  February  1976,  I 
have  identified  potential  reductions  amounting  to  $4,961.8  million  in 
the  procurement  appropriations  alone.  These  recommended  reductions 
are  well  documented  and  the  total  amount  includes  the  deletion  of  the 
$300  million  added  above  the  budget  for  continued  Minuteman  111 
production  and  the  $200  million  added  above  the  budget  for  the  B-l 
bomber  by  the  Defense  Subcommittee. 

RESEARCH,   DEVELOPMENT,   TEST  AND   EVALUATION 

The  fiscal  year  1977  budget  requests  about  $10.9  billion  for  Research, 
Development,  Test,  and  Evaluation;  an  increase  of  $1.4  billion  over 
the  prior  year  appropriation.  Of  the  increase,  about  $750  million  is 
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real  program  growth  and  the  balance  is  for  inflation.  This  significant 
increase  is  requested  even  though  decreased  funding  levels  are  re- 
quired for  some  major  programs  because  procurement  is  being  initi- 
ated. For  example,  the  R&D  funding  of  the  Trident  1  missile  has  de- 
creased by  over  $200  million,  B-l  funding  by  $100  million,  and 
AW  ACS  by  $78  million.  Consideration  should  be  giVen  to  reducing 
the  real  growth  to  a  level  that  is  approximately  one-half  of  that 
requested. 

I  urge  the  Budget  Committee  to  carefully  consider  including  the 
reductions  I  have  proposed  in  the  First  Budget  Resolution.  Reckless 
spending  in  the  Defense  area  will  not  enhance  our  security.  It  will  in- 
stead create  additional  economic  inflation,  damage  our  economic 
strength,  and  serve  to  preclude  the  funding  of  many  needed  people- 
related  programs. 

Joseph  P.  Addabbo. 
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MBJOBITT  VIEWS  OF  HON..  EI4FQRP  A.  CEDERBERG, 
HON.  ROBERT  H.  MICHEL,  HON.  SILVIO  O.  CONTE, 
HON.  GARNER  E.  SHRIVER,  HON,  MARK  ANDREWS, 
HON.  BURT  L.  TALCOTT,  HON.  .JACK  EDWARDS,  HON. 
ROBERT  CMcEWEN,  HON.  J.  KENNETH  ROBINSON, 
HON.  CLARENCE  E.  MILLER,  HON.  LAWRENCE 
COUGHLIN,  HON.  C.  W.  BILL  YOUNG,  HON.  JACK  F. 
KEMP,  HON.  WILLIAM  L.  ARMSTRONG,  HON.  CLAIR 
W.  BURGENER 

VIEWS  AND  ESTIMATES  OF  THE  HOUSE  OF  REPRESENTATIVES  COMMITTEE  ON 
APPROPRIATIONS  ON  THE  BUDGET  PROPOSED  FOR  FISCAL  YEAR  1977,  SUB- 
MITTED PURSUANT  TO  SECTION  3  0 1  OF  THE  CONGRESSIONAL  BUDGET  ACT 
OF  1974  TO  THE  HOUSE  BUDGET  COMMITTEE 

This  report  constitutes  a  critical  and  perhaps  fatal  defeat  in  the 
fight  for  control  of  the  Federal  budget.  We  strongly  oppose  the  views 
expressed  in  the  report,  and  we  urge  that  the  widest  possible  attention 
be  given  to  the  inescapable  conclusion  that  the  budget  control  process 
has  failed,  and  will  continue  to  fail  within  the  Congress  as  presently 
constituted.  Each  of  us  voted  for  the  Budget  Control  Act,  knowing 
that  its  success  depended  on  a  new  degree  of  fiscal  responsibility 
within  the  Congress  as  a  whole.  That  responsibility  has  not  material- 
ized. Continuation  of  the  present  process  constitutes  a  fraud  on  the 
American  taxpayer. 

THE    VIEWS    IN    T1JIS    REPORT 

Level  of  hud  get  .authority  and  outlays 

The  report  identifies  "contingencies"  in  excess  of  the  President's 
budget  estimates  of  $22.1  billion  in  budget  authority  and  $19.7  billion 
in  outlays,  and  urges  that  these  "contingencies'-  not  be  interpreted  as 
"recommendations"  of  the  Committee.  Semantics  notwithstanding, 
these  contingencies  will  be  used  as  a  spending  target  for  special  in- 
terests, who  chafe  under  the  spending  restraints  in  the  President's 
budget.  (To  be  fair,  we  must  note  that  the  Chairman  of  the  Budget 
Committee  was  the  first  out  of  the  gate  in  the  1$>76  Spendthrift  Sweep- 
stakes, recommending  to  the  House,  on  February  28,  that  Fiscal  1077 
outlays  be  $410.3  billion,  an  increase  of  $16  billion  in  the  President's 
estimates.) 
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The  Committee's  "contingencies"  would  increase  fiscal  1977  outlays 
to  $413.9  billion.  We  cannot  support  spending  at  this  level,  which 
implies  a  deficit  in  the  range  of  $50  to  $60  billion.  Economic  recovery 
is  proceding  as  the  President  forecast  it  would,  based  on  moderation 
in  fiscal  and  monetary  policies.  A  deficit  of  this  magnitude  can  be  ex- 
plained only  in  terms  of  election  year  politics,  and  risks  suffocation  of 
the  economic  recovery  through  renewed  inflation  and  resulting 
unemployment. 

Two  important  qualifications  must  be  noted  in  connection  with  the 
Committee's  "contingencies".  First,  budget  estimates  may  be  trans- 
mitted at  a  later  date  to  cover  some  programs.  Second,  and  more  im- 
portant, of  the  total  new  budget  authority  of  $433.4  billion  proposed  in 
fiscal  1977,  $169.4  billion  is  under  the  jurisdiction  of  committees  other 
than  the  Committee  on  Appropriations. 

The  defense  budget 

Only  in  the  national  defense  functions  does  the  Committee  show  a 
contingency  below  the  President's  recommendation.  We  emphasize  that 
in  the  defense  function,  each  contingency  was  carefully  examined  and 
approved,  resulting  in  "contingencies"  above  and  below  budget  esti- 
mates. In  non-defense  functions,  comparable  restraint  was  not  applied. 
We  regard  the  "contingency"  for  national  defense  as  the  absolute 
minimum  consistent  with  national  security,  and  not  as  an  invitation  for 
further  cuts  to  partially  offset  the  substantial  "contingency"  increase 
in  non- defense  programs. 

THE   FAILURE    OF   BUDGET    CONTROL 

The  Committee  report  correctly  identifies  three  "cardinal  principles" 
of  the  Budget  Control  Act : 

First,  it  provided  a  mechanism  for  the  Congress  to  relate  con- 
sciously the  two  sides  of  the  budget — revenues  provided  by  taxes  and 
spending  provided  by  various  appropriations. 

Second,  in  recognition  of  the  fragmentation  of  the  budget  process, 
the  new  legislation  undertook  to  close  what  has  become  known  as  the 
"backdoor"  of  the  Treasury. 

Third,  it  provided  for  more  timely  Congressional  budget  decisions 
by  changing  the  fiscal  year  and  providing  for  early  or  advanced  au- 
thorization in  order  to  complete  actions  on  appropriations. 

As  elements  of  budget  control,  these  principles  have  so  far  been 
functionally  inoperative. 

Relating  consciously  the  two  sides  of  the  budget 

A  deficit  of  $52  billion  was  originally  estimated  in  the  budget  for 
fiscal  1976.  The  first  congressional  budget  resolution  approved  a  deficit 
of  $68.8  billion,  and  the  second  congressional  resolution  upped  the 
ante  to  $74  billion.  In  other  words,  the  first  year  of  operation  under 
the  "mechanism  for  the  Congress  to  relate  consciously  the  two  sides  of 
the  budget"  has  cost  the  taxpayers  a  cool  $22  billion  on  top  of  the  deficit 
originally  proposed  in  the  budget. 
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The  opening  bid  of  the  Chairman  of  the  Budget  Committee,  and  the 
contingencies  identified  by  this  Committee,  suggests  a  similar  perform- 
ance in  fiscal  1977.  We  believe  that  it  is  clear  that  in  this  first  year,  at 
least,  the  new  procedures  and  the  new  terminology  have  not  changed  a 
thing.  The  "targets"  for  total  spending  have  not  been  used  as  instru- 
ments of  discipline  and  restraint,  but  rather  as  instruments  of  public 
relations,  to  somehow  provide  a  cloak  of  respectability  for  continued 
fiscal  irresponsibility. 
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INCREASE  <+)  OR  DECREASE  (-^APPROPRIATIONS  COMPARED  TO"  ESTIMATES 

0n  mi  IN  ons} 


Total 

DOD 

'.    .' 

rnHitary  and 

DOD 

FoFeign 

foreign 

.  Other 

Fiscal  year 

Fiscal  year 

military 

assistance 

asifeAa  hce 

agerfcfes; 

butfgW  total 

1961 

1962 

+426 

+168 

-494 
-861 

-693 

~t® 

"    -3,707 
-1,656 

1963 

-792 

-1,032 

-1,824 

-2,  627 

-4,  451 

1964 

-2,  449 

-1,525 

-3, 974 

-3, 022 

-6,  996 

1965 ... 

-1,280 

-227 

-1,507 

-1,947 

-3,  454 

1966 

-465 

-241 

-707 

-1,  894 

-2,601 

1967 

+145 

-449 

-304 

-513 

-817 

1968 

-2,903 

-955 

-3,  858 

-2,  407 

-6,  265 

Subtotal  1961-68 

-7,150 

-5,  784 

-12,935 

-17,012 

-29,  947 

Average 

894 

-723 

-1,616 

-2, 127 

-3, 743 

1969 

-5,920 

-1,  324 

-7,  244 

-6,  563 

-13,  807 

1970 

-6,085 

-1,448 

-7,  533 

+4,  499 

-3, 034 

1971 

-2,500 

-365 

-2,  865 

+11, 103 

+8,  237 

1972 

-3,431 

-1,285 

-4,715 

+1,013 

-3,  702 

1973 

-5,728 

-1,537 

-7, 266 

+1,221 

-6,  045 

1974 

-5,305 

-1,213 

-6,518 

+1,453 

-5,  065 

1975 

-5,293 

-2,  288 

-7,  581 

-794 

-8,  375 

1976 

-7,391 

-763 

-8, 154 

-4,  901 

-3,  253 

Subtotal 

-41,653 

-10,223 

-51,876 

+16,  833 

-35, 044 

Average. .* 

-5,206 

-1,278 

-6,  484 

+2, 104 

-4,  380 

Total  1961-76 

-48,803 

-16,  007 

-64,  811 

-179 

-64, 991 

Source  for  years  1961-75:  "Appropriations,  budget  estimates,  etc.",  ch.  VIII,  comparisons  of  budget  estimates  and 
appropriations  (regular  annual  and  supplemental  appropriations  acts  only)  as  compiled  by  House  Appropriations 
Committee.  Data  for  1975  in  "Appropriations,  Budget  Estimates,  etc."  includes  estimates  for  93d  Congress,  2d  Session 
plus  foreign  aid  appropriations,  1975.  "Estimates  for  1975"  are  supplemented  by  action  on  appropriations  bills  in  table, 
"Actions  on  Requests  for  New  Budget  Authority  Considered  in  Appropriations  Bills,  94th  Congress,  1st  Session,"  Dec.  16, 
1975,  compiled  by  House  Appropriations  Committee.  "Estimates  for  1976"  are  taken  from  "Actions  on  Requests  for  New 
Budget  Authority  Considered  in  Appropriations  Bills,  94th  Congress,  1st  SesJon,"  Dec.  16, 1975,  compiled  by  House  Ap- 
propriations Committee,  plus  House  actions  on  both  foreign  aid  appropriations  bill  and  ConRail  supplemental. 
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Closing  the  backdoor 

The  Budget  Control  Act  placed  considerable  reliance  on  the  appro- 
priations process  as  a  source  of  fiscal  discipline.  To  bring  backdoor 
spending  within  the  appropriations  process  would  make  an  important 
contribution  to  the  objectives  of  budget  control.  This  assumption  is  to- 
tally unsupported  by  the  recent  record  of  the  appropriations  process, 
which  is  spelled  out  in  the  table  on  the  facing  page. 

While  over  the  full  span  of  its  rich  and  illuBtrious  history  the  appro- 
priations process  has  served  the  nation  and  the  taxpayer  well,  during 
the  past  seven  years  there  has  been  a  virtual  abdication  of  even-handed 
restraint  on  the  Federal  budget.  Restraint  has  been  applied  only  to  the 
budget  requests  for  foreign  aid,  and  the  Department  of  Defense.  Only 
by  very  large  cuts  in  these  budgets  does  the  process  yield  overall  re- 
ductions in  budget  requests.  The  budgets  for  other  agencies  have  been, 
or  will  be>  increased  during  six  of  the  eight  fiscal  years,  1969-1976.  The 
requests  for  these  other  agencies  were  reduced  during  each  of  the  pre- 
vious eight  fiscal  years,  1961-1968. 

If  the  appropriations  process  continues  to  perform  in  this  fashion, 
then  closing  the  backdoor  will  contribute  nothing  to  budget  control. 

More  timely  congressional  budget  decisions 

We  will  welcome  the  timely  enactment  of  authorizations,  although 
we  point  out  that  the  Act  only  requires  that  authorizations  be  timely 
reported,  and  allows  this  requirement  to  be  waived  by  Rule.  A  deter- 
mined majority  may  frustrate  the  best  intentions  of  this  provision,  too. 

However,  we  note  with  special  concern  that  some  other  critical  ele- 
ments of  the  budget  control  timetable  are  proving  totally  unworkable, 
and  contribute  to  the  deplorable  credibility  gap  which  now  pervades 
the  entire  process.  Simply  put,  it  is  impossible  to  make  useful  and  re- 
sponsible comments  on  the  proposals  in  the  budget  by  March  15,  or 
within  about  eight  weeks  of  receiving  those  proposals. 

If  consideration  of  the  first  budget  resolution  as  presently  composed 
requires  such  information,  then  the  timing  or  the  composition  of  that 
resolution  must  be  changed.  We  fully  support  an  early  debate  on  the 
budget,  but  such  a  debate  should  be  limited  to  the  appropriate  totals 
for  outlays,  receipts,  deficit,  and  debt,  based  on  economic  conditions 
and  fiscal  policy,  and  the  appropriate  total  Federal  share  of  our  eco- 
nomic and  financial  resources. 

Further  debate  and  decision  cannot  be  conducted  until  thorough 
examination  has  been  applied  to  the  proposals  in  the  budget.  The  Act 
provides  that  all  regular  appropriation  bills  be  marked  up  and  re- 
ported to  the  House  at  one  time,  and  it  seems  to  us  that  this  procedure 
provides  the  logical  opportunity  for  congressional  debate  and  deci- 
sion, based  on  thorough  examination  of  proposals  in  the  budget.  Ad- 
mittedly, this  procedure  would  not  include  self -financed  trust  funds, 
which  remain  outside  the  appropriations  process,  but  it  would  be  an 
immense  improvement  over  the  current  "debate  over  priorities"  in  con- 
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nection  with  the  first  budget  resolution,  which  cannot  be  conducted 
seriously  or  responsibly. 

Finally,  we  must  comment  on  the  statement  in  the  Committee  report 
that  the  report : 

*  *  *  incorporates  the  views  of  the  thirteen  Appropriations 
subcommittees  with  respect  to  the  programs  and  activities  un- 
der their  respective  jurisdictions.  These  views  and  estimates 
were  drafted  and  approved  by  the  subcommittees  prior  to 
March  1  and  the  consolidated  report  by  functions  was  ap- 
proved by  the  Full  Committee  on  March  11. 

Four  of  our  thirteen  subcommittees  did  not  meet  to  consider  their 
part  of  the  report.  Draft  views  were  transmitted  to  the  Members  of 
these  four  subcommittees,  with  an  invitation  to  comment.  Two  of  the 
subcommittees  which  did  not  meet  were  the  subcommittees  on  Foreign 
Operations,  and  on  Labor-HEW,  which  together  have  jurisdiction 
over  $54.9  billion  in  budget  authority. 

Elford  A.  Cederberg. 

Robert  H.  Michel. 

Silvio  O.  Conte. 

Garner  Shrtver. 

Mark  Andrews. 

Burt  Talcott. 

Jack  Edwards. 

Bob  McEwen. 

J.  Kenneth  Eobinson. 

Clarence  E.  Miller. 

Lawrence  Coughlin. 

Bill  Young. 

Jack  F.  Kemp.  ' 

Bell  Armstrong. 

Clair  Burgener. 
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REPORT  OF  THE  COMMITTEE  ON  ARMED  SERVICES 

U.S.  House  of  Representatives, 

Committee  on  Armed  Services, 

Washington,  D.C.,  March  12,  1976. 
Hon.  Brock  Adams, 
Chairman,  House  Budget  Committee, 
U.S.  House  of  Representatives, 
Washington,  D.C. 

Dear  Chairman  Adams:  Enclosed  is  the  report  by  the  Committee  on  Armed 
Services  as  required  by  the  Budget  and  Impoundment  Control  Act  of  1974  on 
the  national-defense  function.  This  is  the  functional  category  under  the  juris- 
diction of  the  Committee  on  Armed  Services. 

The  report  includes  accounting  sheets  for  the  various  items  which  make  up  the 
total  of  the  national-defense  function.  These  are  in  the  form  requested  by  the 
Budget  Committee.  These  accounting  sheets  follow  the  narrative  portion  of  the 
report,  which  summarizes  the  recommendations  of  the  Committee  on  Armed 
Services.  In  addition  to  broad  dollar  amounts,  the  narrative  outlines  general 
committee  concerns  developed  in  the  committee's  hearings. 

In  its  attempt  to  comply  in  a  meaningful  way  with  the  requirements  of  the 
Budget  and  Impoundment  Control  Act  of  1974,  the  Committee  on  Armed  Services 
commenced  hearings  in  December  1975  on  national-defense  requirements  and  has 
conducted  an  extensive  review  of  all  phases  of  the  defense  establishment's 
operation. 

The  committee's  recommendations  are  principally  governed  by  the  defense 
appropriation  authorization  and  military-construction  authorization  bills,  on 
which  the  committee  has  completed  action  and  which  the  committee  expects  to 
report  to  the  House  in  a  matter  of  weeks. 

In  addition  to  its  action  on  the  dollar  totals  in  the  authorization  bills,  the  com- 
mittee has  had  extensive  hearings  on  force  levels  and  manpower  requirements 
preparatory  to  authorizing  the  strengths  for  active  and  reserve  personnel  and 
civilian  employees  of  the  Department  of  Defense.  The  committee  has  also  had 
hearings  on  the  requirement  for  other  portions  of  the  budget  which  are  not 
directly  authorized. 

The  committee  in  its  markup  reviewed  each  budget  item  that  makes  up  the 
$114.9  billion  initially  requested  in  budget  authority  for  national  defense.  There- 
fore, the  attached  report  represents  the  views  of  the  full  Committee  on  Armed 
Services. 

Sincerely, 

Melvin  Price,  Chairman. 

Enclosures. 

Report  of  the  House  Committee  on  Armed  Services 

The  Committee  on  Armed  Services  recommends  a  new  budget  authority  for 
the  National  Defense  Function  of  $114,558  million,  which  is  $346.9  million  less 
than  the  amount  contained  in  the  various  Presidential  requests.  The  committee's 
recommendation  for  outlays  for  national  defense  is  $101,565  million,  which  is 
$436.5  million  in  excess  of  the  outlay  total  contained  in  the  President's  estimates. 

The  Committee  would  first  like  to  summarize  some  of  its  major  dollar  recom- 
mendations and  then  address  some  general  considerations. 

The  committee  recommends  an  increase  for  ship  construction  of  $1,088  million. 
This  is  to  allow  the  construction  of  20  ships  and  2  conversions  in  place  of  the 
program  of  16  new  ships  as  requested  by  the  President.  The  committee's  net  addi- 
tion of  $1,088  million  involves  additions  of  $2,241  million  and  reductions  of 
approximately  $1,153  million.  The  impact  of  the  committee's  action  is  to  reverse 
the  trend  of  the  last  several  years  which  has  seen  the  Navy  reduced  to  less  than 
500  ships. 
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The  maintenance  of  adequate  numbers  of  high-quality  naval  combatant  vessels 
is  absolutely  essential  to  ensure  that  the  United  States  will  continue  to  be  capable 
of  maintaining  its  national  security  position  in  the  decade  of  the  1980's  and 
beyond. 

The  committee  recommends  reductions  in  the  research,  development,  test  and 
evaluation  (RDT&E)  function  totaling  $498.2  million  in  budget  authority.  The 
reductions  are  in  line  with  the  committee's  belief  that  funds  must  be  applied 
effectively  and  prudently  to  enhance  our  military  capability.  Although  the  com- 
mittee, by  intensive  review,  has  been  able  to  make  these  downward  adjustments 
in  RDT&E,  it  is  nevertheless  deeply  concerned  about  the  inadequacy  of  our  R&D 
effort  in  some  areas  which  shall  be  addressed  later  in  this  report. 

Holding  spending  for  the  National  Defense  Function  within  tho  amount  con- 
contained  in  the  budget  submission  requires  congressional  acquiescence  in  a  variety 
of  legislative  proposals  by  the  President,  not  all  of  which  have  been  submitted  to 
date,  some  of  which  are  contrary  to  expressed  congressional  intent  and  some  of 
which  require  congressional  decisions  that  transcend  committee  jurisdictional 
lines. 

The  committee,  therefore,  must  of  necessity  caveat  some  of  its  recommendations. 

The  committee  has  concurred  in  the  President's  requests  to  retain  a  cap  on 
active-duty  military  pay  and  to  eliminate  the  1-percent  "kicker"  on  retired-pay 
increases.  The  committee's  concurrence  is  contingent  on  identical  restrictions 
being  applied  to  the  entitlements  of  active  and  retired  civilian  personnel.  Since 
1969,  when  legislation  was  enacted  to  provide  the  1-percent  add-on  or  "kicker" 
each  time  there  was  a  retiree  Consumer  Price  Index  (CPI)  raise,  retired  pay  has 
increased  cumulatively  13  percent  more  than  the  increase  in  the  CPI.  Therefore, 
the  committee  considers  it  not  unreasonable  to  set  aside  the  "kicker"  in  time  of 
substantial  deficit  and  high  inflation. 

The  committee  recommendations  throughout  are  predicated  on  accomplishing 
two  fundamental  objectives:  increased  combat  readiness  in  the  near  terms  and 
increased  deterrence  and  strategic  capability  in  the  future. 

Consistent  with  the  first  objective,  the  committee  recommends  increases  in 
operation  and  maintenance  (O&M)  budget  authority  of  $545.1  million.  At  the 
same  time,  the  committee  recommends  budget  authority  reductions  in  the  various 
stock  funds  totaling  $179  million.  The  committee  recommends  that  the  major 
increases  be  applied  to  the  general  category  known  as  "Depot  Maintenance." 
This  involves  all  of  those  activities  such  as  ship  overhauls,  aircraft  rework,  and 
combat-equipment  maintenance  which  contribute  to  increased  combat  readiness. 
The  total  O&M  increase  includes  an  amount  of  $94  million  to  reflect  the  com- 
mittee's rejection  of  the  President's  proposal  to  reduce  the  support  of  commissaries. 

The  committee  would  point  out  that  large  parts  of  the  defense  budget  are 
required  to  be  submitted  without  any  adjustment  for  expected  inflation,  and  this 
contributes  to  unrealistic  estimates.  The  committee  believes  its  function  is  to 
determine  the  level  of  defense  required.  It  has,  therefore,  increased  the  "Depot 
Maintenance"  portions  of  the  O&M  budget  to  allow  a  level  of  combat-readiness 
maintenance  which  was  intended  to  be  performed  in  the  programs  as  submitted. 
This  increase  in  "Depot  Maintenance"  totals  $407  million.  As  indicated,  this  is 
somewhat  offset  by  decreases  in  other  areas.  The  budget  submission  proposes  a 
7-percent  surcharge  on  purchases  from  the  stock  fund  and  a  7-cents-a-gallon 
increase  in  POL  purchased  from  the  stock  fund.  The  committee  believes  that  the 
principle  of  providing  this  surcharge  flexibility  is  sound  but  the  requirement  is 
overstated  for  fiscal  year  1977  and,  therefore,  believes  the  allowances  should  be 
held  to  5  percent  in  surcharge  and  4  cents  a  gallon  in  POL.  This  decision  is  reflected 
in  a  reduction  of  $219  million  throughout  the  O&M  accounts. 

In  line  with  its  principle  of  emphasizing  combat  readiness,  the  committee  has 
reduced  by  50  percent  budget  authority  required  for  various  stock  funds  to  allow 
for  the  procurement  of  War  Reserve  Material.  While  desirable,  these  procurements 
can  be  slowed  to  allow  shifting  funds  to  items  of  higher  priority.  This  results  in  a 
reduction  of  $179  million  in  budget  authority. 

The  action  of  the  House-Senate  conference  on  H.R.  49  will  have  the  effect  of 
leaving  operating  Naval  Petroleum  Reserves  in  the  control  of  the  Department  of 
Defense.  Thus,  a  projected  reduction  of  $221.3  million  in  budget  authority 
cannot  be  made  since  these  activities  are  not  transferred  out  of  the  Department 
of  Defense.  These  amounts,  therefore,  are  included  in  the  total  additions  necessary 
for  operation  and  maintenance. 

The  committee  has  rejected  budget  recommendations  in  the  area  of  personnel 
which,  in  the  committee's  view,  would  adversely  impact  on  readiness.  As  a  result, 
the  committee  recommends  an  increase  of  $165.8  million  in  budget  authority 
for  military  personnel. 
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The  committee  has  rejected  the  President's  proposal  to  reduce  the  Naval 
Reserve  to  52,000,  finding  the  rationale  unacceptable.  The  committee  approved 
a  selected  Naval  Reserve  of  120,000  and  has  made  moderate  increases  in  active 
Naval  personnel  (900)  and  civilian  personnel  (181)  to  support  this  strength  level. 
The  committee  has  also  rejected  proposals  for  reducing  reserve  drill  day  and 
administrative  pay  and  reducing  reserve  drills  which  the  committee  believes 
would  adversely  affect  the  morale  and  readiness  of  the  reserve.  An  increase  of 
5,000  in  civilian  personnel  strength  is  recommended  to  allow  performance  of 
necessary  support  and  maintenance  functions  in  the  Air  Force.  This  change  is 
reflected  in  the  new  totals  recommended  for  operation  and  maintenance. 

The  bulk  of  the  defense  weapons-procurement  funding  is  for  on-going  replace- 
ment and  modernization  programs. 

The  Committee  has  provided  an  increase  of  $125  million  for  naval  aircraft 
procurement  to  continue  production  of  the  A6E  aircraft,  the  only  all-weather 
attack  aircraft  being  produced  in  the  free  world,  and  has  reduced  the  Navy 
weapons-procurement  account  to  reflect  a  reduction  in  the  procurement  of  Sparrow 
missiles. 

The  committee  believes  the  projected  budget  authority  estimated  for  the 
Military  Assistance  Program  trust  fund  category  was  overstated  in  light  of  subse- 
quent cancellation  of  anticipated  military  sales.  Therefore,  the  committee  included 
a  reduction  in  this  area  of  $1.6  billion  in  budget  authority. 

In  military  construction  and  family  housing  the  committee  has  adhered  to  the 
austere  budget  approach  of  the  President  and,  in  addition,  has  made  reductions 
totaling  $39.5  million  in  budget  authority. 

The  committee  recommends  increasing  the  funding  requirements  for  civil 
defense  by  $38.9  million  in  budget  authority  and  increasing  the  budget  authority 
for  Selective  Service  by  $18  million.  The  committee  believes  the  proposed  curtail- 
ments in  these  areas  were  shortsighted  in  view  of  the  long-range  requirements  of 
the  United  States. 

Committee  analysis  found  refinements  necessary  in  the  dollar  estimates  for 
military  retired  pay.  The  projections  of  retired-pay  costs  can  be  adjusted  down- 
ward by  $44  million.  At  the  same  time  the  committee  found  the  projected  budget 
saving  of  $111.7  million  by  eliminating  the  1-percent  "kicker"  was  overstated.  A 
more  correct  estimate  is  $64  million.  Therefore,  a  net  saving  of  $108  million  rather 
than  $111.7  million  would  be  realized  in  the  retired-pay  account,  requiring  and 
addition  of  $3.7  million  to  the  President's  estimate. 

GENERAL  COMMENTS 

The  committee  would  now  like  to  make  some  general  comments  about  concerns 
that  inform  its  recommendations  on  dollar  totals. 

The  committee  views  its  responsibility  as  determining  the  level  of  defense 
capability  needed.  Unfortunately,  the  National  Defense  Function  budget  category 
does  not  do  that.  It  is  publicly  stated  that  $114.9  billion  of  the  federal  budget 
goes  for  the  function  of  national  defense.  But  much  of  that  $114.9  billion  is  not 
related  to  increasing  the  future  defense  capability  of  the  United  States. 

The  defense  function  category  includes  over  $8  billion  for  retired  pay,  approxi- 
mately $4  billion  for  military  assistance  and  various  amounts  for  activities  ranging 
from  salaries  of  the  Renegotiation  Board  to  education  of  children  overseas  which, 
however  worthy,  are  unrelated  to  future  defense  capability.  The  chairman  of  this 
committee  has  already  indicated  to  the  chairman  of  the  Budget  Committee  his 
belief  that  some  of  these  activities  should  be  accounted  for  in  other  budget  cate- 
gories more  indicative  of  their  functional  nature. 

The  committee  would  merely  emphasize  here  that  a  judgment  should  be  made  on 
the  basis  of  the  amount  of  defense  capability  to  be  bought. 

The  committee  wishes  to  make  clear  that  the  defense  budget  it  supports  here  is 
by  no  means  a  "get  well"  budget.  This  is  a  budget  which  attempts  to  reverse  a 
downward  trend  of  several  years,  particularly  in  the  areas  of  strategic  and  naval 
capabilities.  There  are  serious  deficiencies  in  the  present  capability  of  our  Armed 
Forces.  Our  Navy  in  many  respects  lags  behind  the  Soviets  in  surface  naval  capa- 
bility. The  United  States  field  army  in  a  confrontation  would  face  a  Soviet  army 
with  a  vastly  greater  number  of  tanks  and  vastly  superior  air  defense  systems. 

By  their  continued  development  of  powerful  strategic  missiles,  their  awesome 
naval  development  and  their  actions  in  crises  areas  of  the  world.  The  Soviets  have 
given  a  clear  signal  that  the  United  States  cannot  rely  on  detente  as  a  substitute 
for  deterrence. 
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The  committee  is  deeply  concerned  with  the  continued  inadequacy  of  our 
R&D  effort  in  the  area  of  near-term  naval  problems,  command  and  control 
systems,  ground  forces'  air  defense  and  offensive  stragegic  systems.  The  committee 
believes  that  restructuring  of  research  and  development  to  address  these  critical 
areas  is  required. 

The  committee  was  hampered  by  the  fact  that  some  proposals  contained  in  the 
President's  budget  were  not  submitted  in  legislative  form  until  this  month;  some, 
indeed,  have  not  yet  been  received.  In  these  cases  it  has  been  necessary  to  recom- 
mend leaving  funds  in  the  budget  when  there  was  a  proposed  net  add-on,  or  adding 
funds  to  the  budget  when  there  was  a  proposed  net  decrease,  so  as  not  to  preclude 
the  committee  from  an  opportunity  to  consider  the  proposals.  Later  changes  may 
be  indicated  as  additional  parts  of  the  President's  legislative  program  are  con- 
sidered. 

The  committee  would  note  that  in  areas  where  it  has  increased  budget  authority 
for  procurement,  the  impact  on  outlays  is  relatively  slight.  Therefore,  attempts  to 
reduce  current  outlays  would  not  be  helped  significantly  by  reducing  recommended 
weapons  procurement. 

In  conclusion,  the  committee  would  emphasize  above  all  that  the  attempt  to 
improve  defense  capability  is  a  long-term  activity.  The  issue  of  real  growth  in  this 
year's  defense  budget  cannot  be  realistically  addressed  except  in  the  perspective 
of  overall  trends.  A  comparison  of  the  1977  budget  with  that  for  1973  reveals 
that,  even  with  current-year  increases,  the  four-year  trend,  in  terms  of  real 
purchasing  power,  is  downward.  The  fiscal  year  1977  defense  budget  proposes  to 
start  reversing  that  trend  in  response  to  an  alarming  increase  in  Soviet  military 
capability.  The  fiscal  year  1977  recommendations,  therefore,  should  be  looked  at 
as  the  beginning  of  a  new  direction  for  national  defense. 

NATIONAL  DEFENSE  FUNCTION,  FISCAL  YEAR  1977 
[In  millions  of  dollars] 


Item 


President's  budget 
total 

HASC  changes 

Budget 
authority      Outlays 

Recommended  total 

Budget 
authority 

Outlays 

Budget 
authority 

Outlays 

.      29,310.4 
3.7 

20, 354. 0 

4.0  . 
10,435.0 

+1,153.5 

+149.5 

30, 463. 9 

3.7 

10,307.2 

20, 503.  5 
4.0 

.      10,  854. 4 

-547.2 

-370.8 

10, 064.  2 

+49.0 

+24.5 

49.0 

24.5 

.      25,  436. 2 
8,381.7 

25,189.0 
8,  388.  0 

+165.8 
+3.7 

+143.6 
+3.7 

25,602.0 
8,  385. 4 

25,332.6 
8,391.7 

.      31,927.5 

30,670.0 

+542.7 

+395. 7 

32, 470. 2 

31,065.7 

+30.4 

+7.6 

30.4 

7.6 

1,596.3 
71.0 

1,553.0 
70.0 

+25.0 
+38.9 

+24.1 
+19.4 

1,621.3 
109.9 

1,577.1 
89.4 

357.9 

-144.0 
-158.8  . 
10.4  . 
-6.6  . 

1,825.0 
1,372.0 

-179.0  . 

178.9 
-158.8 
9.0 
-6.6 

2. 237. 2 

1. 190. 3 

-144.0 

-158.8 

-158.8 

9.0 

10.4 

-6.6 

-6.6 

2, 276. 7 
1,190.3 

-39.5 

-1.0 

1,824.0 
1,372.0 

.       2,515.7 

539.0 

-1,601.4 

+29.0 

914.3 

568.0 

1, 139. 2 

1,029.0 

+11.2 

+11.2 

1,150.4 

1,040.2 

.    114,904.6 

101, 129. 1 

-346. 9 

+436.  5 

114,557.7 

101,565.2 

Procurement:  Total,  procurement .. 

Special  foreign  currency  program 

R.D.T.  &  E.:  Total,  R.D.T.  &  E 

Committee  legislative  initiative:  R.D.T.  &  E. 
emergency  fund 

Military  personnel:  Total,  miliu.  y  per- 
sonnel  .. 

Retired  military  personnel 

Operation  and  maintenance:  Total,  opera- 
tion and  maintenance 

Committee  legislative  initiative:  Helicopter 
training  contingency  funds 

Defensewide  contingencies:  Total,  defense- 
wide  contingencies 

0.  &  M.  Defense  Civil  Preparedness  Agency. 

Revolving  and  management  funds:  Total, 
revolving  and  management 

Offsetting  receipts :  Total,  offsetting  receipts 

Trust  funds:  Total,  trust  funds 

Intragovernmental  trust  fund,  Navy 

Military  construction:  Total,  military  con- 
struction...  

Family  housing,  Defense 

Military  assistance:  Total,  military  assist- 
ance  

Other  Defense-related  activities:  Total, 
other  Defense-related  activities 

Total,  Defense  function 
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Major  issue  or  program 


Sheet  No. 


Cross 
reference 


Aircraft  procurement,  Army 

Missile  procurement,  Army 

Procurement  of  weapons  and  tracked  combat  vehicles. 

Procurement  of  ammunition,  Army 

Aircraft  procurement,  Navy 

Weapons  procurement,  Navy 

Shipbuilding  and  conversion,  Navy.. 

Procurement,  Marine  Corps 

Aircraft  procurement,  Air  Force 

Missile  procurement,  Air  Force 

Other  procurement,  Air  Force 

R.D.T.  &E.: 

Army 

Navy 

Air  Force 

Defense  agencies 

Director  of  test  and  evaluation,  defense 

Military  construction: 

Army 

Navy 

Air  Force 

Defense  agencies 

Army  National  Guard 

Air  National  Guard 

Army  Reserve 

Naval  Reserve 

Air  Force  Reserve 

Family  Housing,  construction 

Special  foreign  currency  program 

Military  assistance,  executive 

Foreign  military  credit  sales,  executive 

Operating  expenses,  ERDA 

Plant  and  capital.  ERDA 

Contingency  for  Oct.  1, 1976  pay  raise 

Contingency  for  military  travel  allowance 

Contingency  fof  later  submission  of  Retirement  Modernization  Act  proposal. 

Contingency  for  later  submission  of  military  trailer  allowance  proposal 

Contingency  for  later  submission  of  nuclear-special  pay  proposal. 

Contingency  for  later  submission  on  CIA  retirement  fund 

Military  personnel: 

Army 

Navy 

Air  Force 

Reserve  personnel: 

Army 

Navy 

Marine  Corps 

Air  Force 

National  Guard  personnel: 

Army 

Air  Force 

Retired  pay,  defense 

N a val  petroleum  reserve 

Miscellaneous  stockpile  disposal 

Military  personnel: 

Army.. 

Navy 

Marine  Corps 

Air  Force 

Reserve  personnel: 

Army 

Navy 

Marine  Corps 

Air  Force 

National  Guard  personnel: 

Army _ 

Air  Force 

Retired  military  personnel 

Operations  and  maintenance: 

Army 

Navy 

Marine  Corps 

Air  Force 

Defense  agencies 

Army  Reserve 

Navy  Reserve 

Marine  Corps  Reserve 

Air  Force  Reserve 

Army  National  Guard 

Air  National  Guard 

Rifle  practice,  Army 

Naval  petroleum  reserve 

Claims,  defense 

Contingencies,  defense 

Court  of  Military  Appeals,  defense 


1-1 

5-28 

1-2 

5-29 

1-3 

5-30 

1-4 

5-31 

1-5 

5-33 

1-6 

5-34 

1-7 

5-35 

1-8 

5-36 

1-9 

5-37 

1-10 

5-39 

1-11 

5-40 

1-12 

5-43 

1-13 

5-44 

1-14 

5-45 

1-15 

5-46 

1-16 

5-47 

1-17 

5-48 

1-18 

5-49 

1-19 

5-50 

1-20 

5-51 

1-21 

5-52 

1-22 

5-53 

1-23 

5-54 

1-24 

5-55 

1-25 

5-56 

1-26 

5-57 

1-30 

5-62 

1-31 

5-76 

1-32 

5-77 

1-33 

5-84 

1-34 

5-85 

2-1     

2-2 

2-3 

2-4 

2-5 

2-6     -_. 

3-1 

5-1 

3-2 

5-2 

3-3 

5-4 

3-4 

5-5 

3-5 

5-6 

3-6 

5-7 

3-7 

5-8 

3-8 

5-9 

3-9 

5-10 

3-10 

5-11 

3-11 

5-24 

3-12 

5-101 

5-1 

3-1 

5-2 

3-2 

5-3     

5-4 

3-3 

5-5 

3-4 

5-6 

3-5 

5-7 

3-6 

5-8 

3-7 

5-9 

3-8 

5-10 

3-9 

5-11 

3-10 

5-12 

5-13 

5-14 

5-15     

5-16    

5-17     

5-18    

5-19    

5-20    

5-21     

5-22    

5-23 

5-24 

3-11 

5-25    

5-26    

5-27    

-249   O  -  76  -  9 
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Major  issue  or  program 


Sheet  No. 


Cross 
reference 


Aircraft  procurement,  Army 

Missile  procurement,  Army 

Procurement  of  weapons  plus  tracked  combat  vehicles. 

Procurement  of  ammunition,  Army 

Other  procurement,  Army 

Aircraft  procurement,  Navy 

Weapons  procurement,  Navy 

Shipbuilding  and  Conversion,  Navy 

Other  procurement,  Navy 

Procurement,  Marine  Corps 

Aircraft  procurement,  Air  Force 

Missile  procurement,  Air  Force. 

Other  procurement,  Air  Force 

Procurement,  defense  agencies 

Procurement  of  aircraft  plus  missiles,  Navy 

R.D.T.  &E.: 

Army 

Navv 

Air  Force 

Defense  agencies 

Director  of  test  and  evaluation,  defense 

Military  construction: 

Army 

Navy.. 

Air  Force 

Defense  agencies 

Army  National  Guard 

Air  National  Guard 

Army  Reserve 

Naval  Reserve 

Air  Force  Reserve 

Family  housing 

0.  &  M.,  DCPA 

Special  foreign  currency  program 

Defense  production  guarantee,  Navy 

Army  stock  fund 

Navy  stock  fund.. 

Marine  Corps  stock  fund 

Air  Force  stock  fund 

Defense  stock  fund 

Army  industrial  fund 

Navy  industrial  fund 

Marine  Corps  industrial  fund 

Air  Force  industrial  fund 

Defense  industrial  fund 

Air  Force  management  fund 

Military  assistance,  executive 

Foreign  military  credit  sales  executive 

Emergency  security  assistar  9  for  Israel 

Foreign  military  sales  fund 

Salaries  and  expenses,  FPA  (GSA) 

Expenses,  Defense  Production  Act 

Selective  service  system 

Renegotiation  board 

Operating  expenses,  ERDA 

Plant  and  capital,  ERDA 

Offsetting  receipts: 

Army 

Navy... 

Air  Force 

Defense  agencies 

Trust  Funds: 

Army 

Navy 

Trust  revolving  funds: 

Army 

Air  Force 

Intragovernmental  trust  fund,  Navy 

Military  assistance: 

Advances,  FMS 

Offsetting  receipts 

Offsetting  receipts,  Federal  funds 

GSA: 

Stockpile  sales 

Other 

Treasury 


5-28 
5-29 
5-30 
5-31 
5-32    

1-1 
1-2 
1-3 

1-4 

5-33 
5-34 
5-35 
5-36 
5-37 
5-38    

1-5 
1.6 
1-7 
1-8 
1-9 

5-39 
5-40 
5-41     

1-10 
1-11 

5-42 

5-43 
5-44 
5-45 
5-46 
5-47 

5-48 
5-49 
5-50 
5-51 
5-52 
5-53 
5-54 
5-55 
5-56 
5-57 
5-61     

1-12 
1-13 
1-14 
1-15 
1-16 

1-17 
1-18 
1-19 
1-20 
1-21 
1-22 
1-23 
1-24 
1-25 
1-26 

5-62 

5-64    

1-30 

5-65 

5-66     

5-67    . 

5-68 

5-69    

5-70 

5-71 

5-72     . 

5-73     . 

5-74    

5-75    

5-76 
5-77 
5-78     

1-31 
1-32 

5-79    

5-80     

5-81     

5-82     . 

5-83    

5-84 
5-85 

5-86    

1-33 
1-34 

5-87     

5-88    

5-89    

5-90    

5-91    

5-93    

5-95     

5-96    

5-97      

5-98 

5-100 ---. 

5-101 
5-102     .... 

3-12 

5-103 
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i  Authorization  in  military  construction  bill  (construction  of  ammunition  facility). 

2  Additional  authorization  of  $125,000,000  for  procurement  of  A-6E  aircraft. 

3  Reduction  of  $17,000,000  in  authorization  for  procurement  of  Sparrow  missiles. 

*  Net  increase  of  $1,088,800,000  includes:  Additions  of  $2,241,000,000  and  reduction  of  $1,153,000,000;  4  additional 
ships. 

*  $43,300,000  reduction  in  procurement  of  nonessential  communications  equipment. 

«  Reductions  of  $105,000,000  affect  30  Army  R.  &  D.  programs,  for  details  see  HASC  Rpt.  on  H.R  12438 

'  Reductions  of  $250,800,000  affect  9  Navy  R.  &  D.  programs,  for  details  see  HASC  Rpt.  on  H.R.  12438. 

8  Net  reduction  of  $167,000,000  includes:  (1)  program  reductions:  $169,400,000;  (2)  $2,000,000  additional  for  commissary 
funding. 

»  For  details  see  HASC  report  on  H.R.  12438. 

i°  R.D.T.  &  E.  totals  do  not  reflect  additional  $49,000,000  emergency  fund  shown  under  "Committee  Legis  Initiatives" 
(P.  2). 

11  Summary  of  recommended  changes  to  military  personnel  accounts: 


Rejection 

Rejection 

of 

Rejection 

of 

proposal 

of 

Increase 

proposal 

to  elim- 

proposal 

Addi- 

Addi- 

PD drill 

to  elim- 

inate 

to  reduce 

tional 

tional 

strength 

inate 

adminis- 

training 

flying 

readi- 

Funds 

from 

Military  personnel 

dual 

istrative 

assem- 

training 

ness 

for  pay 

52,000  to 

account 

comp. 

pay 

blies 

hrs 

drills 

group  P 

102,000 

Total 

Navy 

1+4.9 

+4.9 

Army  Reserve 

+9.5 

+0.6 

+3.2 

+1.2 

+3.9  . 

+18.4 

Navy  Reserve 

+2.8 

+.3 

+2.6  .. 

+64.6 

+70.3 

Marine  Corps 

Reserve 

+1.0 

+.1 

+.6 

+.3 

+2.0 

Air  Force  Reserve.. 

.        +3.7 

O) 

+2.4 

+2.4  .. 

+.8  . 

+9.3 

Army  National 

Guard 

+19. 2 

+1.1 

+8.4 

+7.9 

+1.5 

+6.3  . 

+44.4 

Air  National  Guard. 

+8.8 

+4.2 

+2.6  .. 

+.8  . 

+16.5 

Total 

.      +45. 0 

+2.1 

+15.0 

+  19.3 

+2.7 

+12.1 

+69.5 

+165.8 

i  Total  additional  to  budget  to  restore  full  subsidy  on  commissaries  is  $94,300,000,  $2,000,000  of  which  appears 
in  Air  Force  R.D.T.  &  E.  account. 
iJ  $3,700,000  addition  to  correct  error  in  DoD  estimate  (elimination  of  1  percent  "kicker"  endorsed). 
"Summary  of  recommended  changes  to  0.  &  M.  accounts  (B.A.)  other  than  Naval  Petroleum  Reserve: 


O.  &  M.  account 


Funding  Decrease 

Increases  Decreases  Increases  Funding  for  in 

to  fully        due  to  to  restore  for  civilian  helicopter 

fund    reduction            full  additional  personnel  training 

depot     of  stock      subsidy  5,000  support  support 

mainte-      funding     on  Com-  civilian  of  Naval  require- 

nance     surpport      mission  workers  Reserve  ment 


Net 
change 


Army 

+59.2 

+240.2 

+2.2 

-28.5 

-74.2 

-2.6 

-86.6 

+34.7  . 
+18.6  . 
+3.0  . 
+36.0 

-1.4         +64.0 

Navy 

Marine  Corps. 

+193.6 

+2.6 

Air  Force 

+82.3 

+41.0  . 

+72.7 

Defense  agencies.. 

i-l.O 

Army  Reserve 

+.5 

-1.2  . 
-6.7  . 
-3.3  . 
-4.5  . 
-11.4  . 

"""+2:5".: 

-.7 

Navy  Reserve. 

+7.0 

+2.8 

Air  Force  Reserve  . 

+1.1 

-2.2 

Army  National  Guard 

+2.9 

-1.6 

Air  National  Guard 

+2.6 

-8.8 

Total 

+407.0 

-219.0 

+92.3 

+41.0 

+2.5 

-1.4        +321.4 

1  Johnston  Atoll. 

Note:  Total  additional  to  budget  to  restore  full  subsidy  on  Commissaries  is  $94,300,000,  $2,000,000  of  which 
appears  in  Air  Force  R.D.T.  &  E.  account. 

h  +$221,300,000:  Restoration  of  O.  &  M.  funds  for  Naval  Petroleum  Reserve  due  to  action  of  House-Senate  Conf.  on 
HR-49. 

is  +$52,000,000:  Committee  rejected  legislative  proposal  to  allocate  larger  percent  of  Oct.  1, 1976  pay  raise  to  B.A.Q. 

i«  —$27,000,000:  Timing  adjustment  on  implementation  of  R.M.A. 

I?  +$38,900,000 :  To  maintain  support  to  state  and  local  civil  defense  organs ;  to  maintain  existing  programs  and  to  develop 
crisis  relocation  plans. 

is  +$30,400,000:  Contingency  pending  committee  decision  on  consolidation  of  helicopter  training  at  Fort  Rucker. 

is  +$49,000,000:  See  HASC  Report  on  H.R.  12438  incl.:  (1)  $15,000,000  to  repowerF-14;  (2)$  15,000,000  for  devt.of 
common  air  to  airall-weather  missile;(3)$8,000,000to  refurbish  USS  BELKNAP;  (4)  $11,000,000— AEGIS  install,  on  USS 
LONGBEACH. 

20  50  percent  "across-the-board"  reduction  in  budget  authority  requested  for  procurement  of  war  reserve  materiel 

21  $592,000,000  does  not  include  $24,^00,000  for  ammunition  facility(See  "Proc.  of  Ammunition— Army").  The  combined 
total  of  $616,500,000  reflects  the  Mil.  Con.  request. 

"  Mil.  Con.  request  of  $2,065,300,000  includes  $2,040,800,000  shown  above,  plus  $24,500,000  shown  under    Proc.  of 
Ammunition— Army." 
m  For  specific  details  oh  Mil.  Con.  changes,  see  HASC  Report  on  H.R.  12384. 

«  Includes  $20,000,000  authorized,  but  not  appropriated  in  prior  years  for  cleanup  of  Eniwetok  Atoll  test  facilities. 
u  Adjustments  in  accordance  with  later  estimates  from  DSAA. 
u  Adjustments  in  accordance  with  later  estimates  from  DoD.  (Mar.  4, 1976  LTR.) 
11  $11,200,000  increase  to  maintain  mobilization  planning  capability. 
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House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  D.C.,  March  30,  1976. 
Hon.  Brock  Adams, 

Chairman,  House  Committee  on  the  Budget, 
Washington,  D.C. 

Dear  Mr.  Chairman:  On  March  15,  1976,  I  furnished  you  with  the  views  and 
estimates  of  the  Committee  on  Merchant  Marine  and  Fisheries  concerning  budget 
authority  and  budget  outlays  for  fiscal  year  1977,  pursuant  to  section  301(c)  of 
the  Congressional  Budget  Act  of  1974. 

As  a  part  of  our  submission,  I  included  a  Committee  recommendation  relating 
to  Title  I  of  the  Marine  Protection,  Research,  and  Sanctuaries  Act  of  1972,  the 
extension  of  authorization  for  which  was  then  pending  before  a  Joint  Subcom- 
mittee, consisting  of  the  Subcommittees  on  Oceanography  and  Fisheries  and 
Wildlife  Conservation  and  the  Environment.  That  recommendation,  contained  on 
page  2  of  the  enclosure  to  my  letter,  involved  Account  No.  20-0-0108-0-1-304. 
In  that  account,  the  President  requested  budget  authority  of  $1.3  million  and  an 
outlay  of  $1  million  in  the  Abatement  and  Control  Program  of  the  Environmental 
Protection  Agency.  Our  submission  reflected  a  concurrence  in  the  President's 
request.  That  inclusion  was  in  error. 

Subsequent  to  our  submission,  an  Executive  Communication  was  received 
requesting  the  extension  of  the  authorization  under  the  Act  at  a  level  of  $4.8 
million  for  fiscal  year  1977.  Representatives  of  the  Environmental  Protection 
Agency  testified  in  support  of  budget  authority  at  that  level,  and  indicated  that, 
in  the  absence  of  increased  budget  authority,  funds  could  be  reprogrammed  within 
that  Agency's  budget  to  provide  for  a  program  level  of  $4.8  million,  in  lieu  of  the 
$1.3  million  requested  in  the  President's  budget. 

Today,  the  Joint  Subcommittee  ordered  reported  H.R.  11505,  authorizing  the 
extension  of  authorization  for  Title  I  of  the  Act  at  the  $4.8  million  level.  Con- 
sistent with  that  action,  I  request  that  our  submission  related  to  the  program  be 
amended  to  read  as  follows : 


President's  request 

Committee  recommendation 

Major  issue  or  program 

Budget 
authority             Outlays 

authority             Outlays 
(difference)        (difference 

NATURAL  RESOURCES,  ENVIRONMENT,  AND 
ENERGY 

Pollution  control  and  abatement— abatement  and  control 
(EPA) (20-0-0108-0-1-304) 

1.3                   1.0 

4.8                   1.3 
(+3.5)               (+.3) 

As  a  result  of  this  change,  the  Net  Differences  in  Subfunction  304  on  page  3  of 
our  submission  should  read,  +3.5  for  budget  authority  and  +0.3  for  outlays.  For 
Function  300  on  the  same  page,  the  Net  Differences  should  read,  +107.9  for  budg- 
et authority  and  +52.1  for  outlays.  The  recapitulation  of  Net  Differences  for 
Format  I  and  for  the  Total  Net  Differences  should  be  changed  accordingly. 

While  I  realize  that  your  Committee  is  well  along  in  the  development  of  your 
budget  resolution  figures,  I  feel  that  it  is  important  that  the  record  be  corrected  to 
reflect  our  Committee's  position  in  relation  to  the  program  involved,  and  this 
amendment  to  our  March  15  submission  is  forwarded  with  the  concurrence  of  the 
Subcommittee  Chairmen  and  Ranking  Minority  Members  concerned,  as  well  as 
the  Ranking  Minority  Member. 
Sincerely, 

Leonor  K.  (Mrs.  John  B.)  Sullivan, 

Chairman. 
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REPORT  OF  THE  COMMITTEE  ON  BANKING, 
CURRENCY  AND  HOUSING 

U.S.  House  of  Representatives, 
Committee  on  Banking,  Currency  and  Housing, 

Washington,  D.C.,  March  10,  1976. 
Hon.  Brock  Adams, 

Chairman,  House  Committee  on  the  Budget, 
Washington,  D.C. 

Dear  Mr.  Chairman:  I  am  enclosing  the  projections  of  the  Com- 
mittee on  Banking,  Currency  and  Housing  with  respect  to  legislative 
programs  within  this  Committee's  jurisdiction  affecting  the  1977 
Fiscal  Year  Budget. 

The  projections  represent  the  views  and  estimates  of  the  subcom- 
mittees on  programs  and  initiatives  within  their  respective  jurisdic- 
tions. Additional  comments  of  Committee  Members  have  been 
included  at  the  end  of  the  report.  Any  other  written  comments  re- 
ceived within  the  next  few  days  will  be  forwarded  to  you. 
Sincerely, 

Henry  S.  Reuss,  Chairman. 
Enclosure. 
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FERNAND  J.  ST  GERMAIN.  R.I.  CHARLES  E.  GRASSLEY,  IOWA 
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LINDY  (MRS.  HALE)  BOGGS,  LA. 


PARREN  J.  MITCHELL,  MD 
JAMES  M.  HANLEY,  N.Y. 


COMMITTEE  ON  BANKING,  CURRENCY  AND  HOUSING 
Ninety-fourth  congress 


JERRY  M.  PATTERSON.  CALIF. 

JOHN  J.  LAFALCE.  N.Y. 

LES  AUCOIN,  OREG. 

THOMAS  M.  REES.  CALIF. 

GLADYS  NOON  SPELLMAN.  MD.  WASHINGTON,    D.C.        20515 

JAMES  J.  BLANCHARD,   MICH. 


February  23,    1976 


Honorable  Henry  S.   Reuss 

Chairman 

Committee  on  Banking,    Currency  and  Housing 

U.   S.    House  of  Representatives 

Washington,    D.  C. 

Dear  Mr.    Chairman: 

The  attached  figures  represent  estimates  of  the  maximum  likely 
amounts  in  new  budget  authority  for  Fiscal  Year  1977  which  will  be  approved 
by  the  Committee. 

As  you  know,   the  Subcommittee  plans  to  subject  HUD  authorization 
requests  to  close  scrutiny,    as  well  as  to  convert  several  permanent  authoriza- 
tions to  annual  dollar  authorizations. 

As  a  framework  for  this  scrutiny,   I  and  Mr.    Brown  have  introduced 
an  authorization  bill,    H.    R.    11769,   which  provides  authorizations  at  levels 
significantly  different  from  the  Administration's  budget  requests.      The  Subcom- 
mittee has  scheduled  hearings  on  this  bill  on  March  2  and  3.     While  it  is  quite 
likely  that  the  authorization  bill  reported  out  by  the  Committee  will  also  vary 
in  several  respects  from  the  Administration's  requests,    it  is  not  possible  prior 
to  the  hearings  and  subsequent  Subcommittee  meetings  to  determine  to  what 
extent  Administration  budget  requests  may  be  reduced.     In  those  areas  where 
it  is  likely  that  Administration  requests  will  be  increased,   I  have  included  the 
higher  authorization  amounts  contained  in  H.    R.    11769.     With  respect  to  all 
other  budget  requests,   the  estimates  are  identical  to  the  Administration's  re- 
quests,  with  the  understanding  that  these  are  maximum  levels. 
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With  respect  to  programs  which  already  have  authorizations 
for  Fiscal  Year  1977,   the  estimates  would  support  appropriations  in  the 
full  amount  of  the  authorizations. 


Sincerely, 


Chairman 
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Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  March  8,  1976. 
Hon.  Henry  S.  Reuss, 

Chairman,  Committee  on  Banking,  Currency  and  Housing,  House  of 
Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  Your  memo  of  March  1,  1976  asked  that 
members  review  the  report  which  you  propose  to  submit  on  behalf 
of  the  Banking,  Currency  &  Housing  Committee  to  the  House  Com- 
mittee on  the  Budget. 

On  behalf  of  myself  and  other  minority  members  of  our  Committee 
we  object  strenuously  to  inclusion  of  Item  8  on  Page  8  of  your  memo. 
As  you  know  this  item  proposes  that  the  Committee  consider  legisla- 
tion proposing  that  Congress  repudiate  the  payment  of  principal 
and/or  interest  on  the  approximate  15.8%  of  the  interest  bearing 
public  debt  held  by  the  Federal  Reserve  System. 

Such  irresponsible  action  would  undermine  the  credit  of  the  United 
States  and  in  our  opinion  be  a  sure  prescription  for  financial  panic. 

Further,  as  a  technical  matter,  the  indication  that  enactment  of 
such  a  proposal  would  reduce  budget  expenditures  by  $6  billion  is 
only  a  part  and  grossly  distorted  claim.  Such  reduction  in  interest 
paid  by  the  Treasury  to  the  Federal  Reserve  as  you  well  know  is  off- 
set largely  by  excess  earnings  paid  by  the  Fed  to  the  Treasury;  for 
1975  such  payment  was  $5,382  billion. 

Mr.  Chairman,  inclusion  of  this  Item  8  on  Page  8  in  our  Committee 
report  to  the  Budget  Committee,  in  our  opinion,  would  destroy  the 
credulity  of  our  Committee's  reports  to  the  Budget  Committee  and 
make  a  mockery  of  the  new  Congressional  budget  process. 
Sincerely  yours, 

Albert  W.  Johnson. 

U.S.  House  of  Representatives, 
Committee  on  Banking,  Currency  and  Housing, 

Washington,  D.C,  March  12,  1976. 
Hon.  Henry  S.  Reuss, 

Chairman,  Committee  on  Banking,  Currency  and  Housing, 
House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  In  further  response  to  your  memorandum  of 
March  1,  1976,  in  which  you  requested  that  members  submit  com- 
ments concerning  the  report  which  you  will  submit  on  behalf  of  the 
Committee  to  the  House  Committee  on  the  Budget,  the  undersigned 
members  submit  the  attached  comments. 

It  is  our  belief  that  adoption  of  our  suggestions  could  eliminate  the 
need  for  $2.4279  billion  in  budget  authority,  which  is  defined  in  the 
Congressional  Budget  and  Impoundment  Control  Act  as  ' 'authority 
to  enter  into  obligations  which  will  result  in  immediate  or  future 
outlays  involving  Government  funds,  except  that  such  term  does  not 
include  authority  to  insure  or  guarantee  the  repayment  of  indebtedness 
incurred  by  another  person  or  government."  In  addition,  $5  billion  in 
authority  to  purchase  under  the  Emergency  Housing  Act  could  also 
be  omitted. 
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Our  strenuous  objection  to  the  repudiation  of  the  obligation  to  pay 
principal  and/or  interest  on  the  portion  of  the  public  debt  which  is 
held  by  the  Federal  Reserve  System  has  previously  been  expressed 
in  a  letter  to  you  which  is  dated  March  3,  1976. 

We  urge  you  to  give  careful  consideration  to  our  proposal,  in  the 
hope  that  the  burden  to  be  imposed  upon  the  taxpa^  ers  of  the  nation 
may  be  reduced,  not  only  for  FY  1977,  but  for  many  fiscal  years 
thereafter. 
Kind  regards, 

John  H.  Kousselot, 
Richard  Kelly, 
Henry  J.  Hyde, 
Willis  D.  Gradison,  Jr., 
George  Hansen. 
Enclosure. 

I.  Existing  Programs 


Housing  subcommittee 
(2)   Payments    for    Operation    of 
Income  Housing  Projects. 


Low 


(3)   Comprehensive 
(Section  701) 


Planning     Grants 


Comment 

Authorization  should  be  limited  to 
the  $463.6  million  requested  by  the 
President;  Congress  should  accept 
the  budget  reductions  which  would 
be  made  possible  by  implementa- 
tion of  performance  funding  and 
minimum  rent  proposals.  Saving: 
$111.4  million. 

Authorization  should  be  limited  to  the 
$25  million  recommended  by  Secre- 
tary Hills  in  her  testimony  before 
the  Subcommittee  on  H.R.  11769. 
Funds  for  comprehensive  planning 
are  available  under  the  Community 
Development  program.  The  au- 
thorization of  $25  million  for  fiscal 
year  1977  is  intended  to  provide  for 
area-wide  planning.  Saving:  $50 
million. 


II.  New  and  Expanded  Programs 


Housing  subcommittee 
(1)   Weatherization  Act 


(2)  Energy  Independence  Authority — 
adjustment  for  net  earnings  for 
losses. 


Comment 

Enactment  of  this  program  would  be 
premature.  More  appropriate 
would  be  a  demonstration  program 
in  one  or  two  States  to  determine 
whether  the  materials  to  be  pro- 
vided could  be  efficiently  distrib- 
uted and  installed  for  the  benefit  of 
low-income  tenants.  Such  a  dem- 
onstration could  be  conducted  at 
an  approximate  cost  of  $500,000. 
Saving:  $54.5  million. 

The  case  for  Government  sponsorship 
of  energy  development  has  not  been 
adequately  made;  therefore,  this 
program  should  not  be  enacted. 
Saving:  $42  million. 
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IV.  Legislative  Initiatives  of  Congress  for  Fiscal  Year  1977 


Housing  subcommittee 
(1)   Rehabilitation  Loans  (Section  312) 


(2)  State  Housing  Finance  and  Develop- 
ment Agencies  (Section  802) . 


(3)   Emergency  Housing  Act. 


(4)  Emergency  Homeowners'  Relief  Act. 


Economic  Stabilization  Subcommittee 

(5)  Federally    supported    State    energy 

conservation  implementation  pro- 
grams to  minimize  energy  use. 

(6)  Financial  Institutions  Subcommittee: 

Financial  Reform  Act  of  1977. 


(7)  Domestic  Monetary  Policy  Subcom- 
mittee: Amendments  to  the  Federal 
Reserve  Act. 


Comment 

Funding  for  rehabilitation  loans  is  al- 
ready available  through  Commu- 
nity Development  Block  Grants. 
Therefore,  this  categorical  program 
should  not  be  reinstated.  Saving: 
S75  million. 

$15  million  to  cover  the  interest  differ- 
ential projected  to  result  from  issu- 
ance by  state  agencies  of  taxable 
bonds  is  not  necessary,  because 
these  agencies  prefer  coinsurance 
for  section  8  projects,  and,  for  other 
projects,  they  prefer  to  issue  non- 
taxable bonds,  under  present  market 
conditions.  Saving:  $15  million. 

Provisions  of  funds  for  fiscal  year  1977 
is  unnecessary,  because  the  housing 
market  is  participating  in  the  eco- 
nomic recovery  and  HUD  still  has 
S2  billion  of  GNMA  conventional 
"tandem  plan"  authority.  Saving: 
$5  billion. 

Funding  for  fiscal  year  1977  is  unnec- 
essary, because  the  foreclosure  rate 
averaged  approximately  1.1  percent 
during  1975,  well  below  the  1.2  per- 
cent rate  which  would  trigger  assist- 
ance under  this  Act,  and  because  of 
the  tendency  on  the  part  of  mortgage 
lenders  to  forebear,  rather  than  to 
foreclose.  Saving:  $430  million. 

Comment 

The  case  for  federalization  of  energy 
conservation  efforts  has  not  been 
made;  therefore,  this  program  should 
not  be  enacted.  Saving:  $1.65  billion. 

Implementation  of  the  regulatory  re- 
form proposals  associated  with  crea- 
tion of  a  new  Federal  Banking 
Commission  is  scheduled  to  take 
place  on  March  1,  1977,  under  the 
draft  proposal  which  is  currently 
before  the  cormr.ittee.  Because  of 
the  significant  amount  of  disruption 
which  is  inherent  in  implementation 
of  this  proposal,  the  minority  recom- 
mends that,  if  this  proposal  is  finally 
adopted  by  the  Congress,  imple- 
mentation be  deferred  until  Octo- 
ber 1,  1977,  to  coincide  with  the 
beginning  of  fiscal  year  1978. 

Cancellation  of  Treasury  bonds  in  the 
Federal  Open  Market  Committee 
portfolio  would  be  a  disastrous 
action  which  cannot  properly  be 
labeled  a  "saving"  of  $6  billion.  A 
joint  minority  letter  of  March  3, 
1976,  has  urged  abandonment  of  this 
scheme. 
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REPORT  OF  THE  COMMITTEE  ON  THE  DISTRICT 
OF  COLUMBIA 

U.S.  House  of  Representatives, 
Committee  on  the  District  of  Columbia, 

Washington,  D.C.  March  2,  1976. 
Hon.  Brock  Adams, 

Chairman,  House  Budget  Committee,  Rayburn  House  Office  Building, 
Washington,  D.C. 
Dear  Mr.  Chairman:  In  accordance  with  the  requirements  of  the 
Congressional  budget  process,  please  find  enclosed  the  Fiscal  1977 
budget  projections  for  this  Committee. 

The  Committee  appreciates  the  assistance  your  staff  has  rendered 
in  the  compilation  of  our  projections. 
Sincerely, 

Charles  C.  Diggs,  Jr. 
Enclosure. 

Section   I. — District  Committee   Authorized   Legislation   and 
Oversight  Responsibility 

This  section  outlines  those  areas  for  which  the  Committee  was  the 
authorizing  entity  and  those  areas  over  which  the  Committee  currently 
has  oversight  responsibility.  Exhibit  I  provides  a  summary  of  those 
areas,  while  Exhibit  2  through  6  shows  them  in  greater  detail. 

The  subf unctions  of  greatest  interest  to  the  Committee  are: 

1.  Commerce  and  ground  transportation  which  includes  $150,000,000 
for  the  Washington  Metropolitan  Area  Transportation  Authority. 

2.  Community  and  regional  development  which  includes  $185,336,- 
000  in  loans  to  the  District  for  capital  outlay  and  $832,000  for  advances 
to  stadium  sinking  fund. 

3.  Revenue  sharing  and  general  purpose  fiscal  assistance  which 
includes  $282,704,000  for  the  Federal  payment  to  the  District  of 
Columbia  and  $40,000,000  for  repayable  advances  to  the  District  of 
Columbia. 

The  remaining  subf  unctions  listed  in  Exhibit  I,  although  authorized 
by  the  Committee,  have  a  lower  immediate  priority. 
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Section  2. — Fiscal  1977  Estimates  of  the  District  of  Columbia 

This  section  outlines  the  Mayor's  estimates  of  the  District's  financial 
needs  in  FY  1977.  On  January  17,  1976,  the  Mayor  transmitted  his 
budget  to  the  City  Council  for  review.  The  Council  subsequently  cut 
$41,309,900  from  the  May or's  operating  budget,  $16,867,700  from  the 
capital  budget  and  returned  it  to  him  for  his  further  consideration. 
The  budget  is  due  to  be  resubmitted  to  the  Council  on  February  26, 
1976. 

An  item  of  particular  note  in  the  District's  budget  revolves  around 
whether  6%  or  8%  should  be  the  rate  of  pay  increase  for  policemen  and 
firemen.  The  Mayor  recommended,  on  the  basis  of  collective  bargain- 
ing, an  8%  increase  effective  January  1,  1976,  while  the  Council — 
not  a  party  to  the  bargaining  negotiations — has  authorized  a  6% 
increase  effective  October  15,  1975.  The  total  dollars  outlay  for  the 
fiscal  year  is  the  same  for  both  positions;  however,  the  percentage 
increase  adopted  is  expected  to  be  the  base  for  future  increases  and 
therefore  has  serious  implications  for  future  payroll  and  pension  costs. 

Section  3. — Fiscal  Year  1977  Legislative  Initiatives 

This  section  contains  those  areas  which  the  Committee  is  consider- 
ing for  the  possible  introduction  of  legislation. 
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U.S.  House  of  Representatives, 
Committee  on  the  District  of  Columbia, 

Washington,  B.C.,  March  10,  1976. 
Hon.  Brock  Adams, 

Chairman,  House  Budget  Committee,  Rayburn  House  Office  Building, 
Washington,  D.C. 
Dear  Mr.  Chairman:  The  receipt  of  additional  information 
necessitates  the  modification  of  certain  items  in  our  fiscal  1977  budget 
submission.  Please  replace  the  data  received  in  our  March  2,  1976, 
transmittal  with  the  following : 

1 .  Changes  on  Exhibit  I — 

A.  Subfunction  352  (Agriculture  Research  and  Services).  The 
outlay  figure  for  the  fiscal  year  1977  estimate  should  be  changed  from 
910  thousand  to  919  thousand. 

B.  Subfunction  404  (Ground  Transportation).  The  current  amounts 
\n  this  row  should  be  disregarded  and  replaced  by  the  following 
amounts:  Under  the  column  labeled  Budget  Authority,  the  fiscal  year 

1975  actual  figure  is  $126,889  ;the  fiscal  year  1976  estimate  is  $99,724; 
and  the  fiscal  year  1977  estimate  is  $116,233.  Under  the  column 
labeled  Outlays,  the  fiscal  year  1975  actual  is  $175,306;  the  fiscal  year 

1976  actual  is  $181,600;  and  the  fiscal  year  1977  estimate  is  $184,574. 

2.  Changes  on  Exhibit  2 — 

A.  Function  code  451  (Loans  to  the  District  of  Columbia  for 
Capital  Outlay).  The  outlav  figure  for  the  President's  Budget  1977 
estimate  should  be  changed  from  $185,336  to  $185,136. 

B.  Function  code  451  (Advances  to  Stadium  Sinking  Fund  Armory 
Board).  The  appropriation  account  number  should  be  changed  from 
30-42-0145-5-0-1  to  30-42-0145-0-1. 

3.  Changes  on  Exhibit  4 — 

A.  Subfunction  404  (Ground  Transportation).  The  amounts  under 
Budget  Authority  should  be  changed  from  their  present  amounts 
to   the  following:  fiscal   1975   amount  $126,889;  President's  budget 

1976  estimate  $99,724;  and  President's  budget  1977  estimate  $116,233. 
The  amounts  under  Outlays  should  be  changed  from  their  present 
amounts  to  the  following:  Fiscal  1975  amount  $175,306;  current 
services   budget    1976    estimate   $181,600;    current   services   budget 

1977  estimate  $177,874;  President's  budget  1976  estimate  $181,600; 
President's  budget  1977  estimate  $184,574. 

4.  Changes  on  Exhibit  7 — 

A.  A  further  additional  legislative  initiative  should  be  added  as 
follows : 

Identify  initiative:  Budget  authority 

Commission  to  study  the  adequacy        .250 
of  the  Federal  payment. 

Comment 

Outlays:  To  provide  funds  for  the  establish- 

.250  ment  of  the  Commission. 

In  all  cases  the  Committee's  recommended  amount  is  equal  to  the 
President's  recommended  amount. 

The  changes  suggested  are  indeed  small,  but  are  provided  in  the 
interest  of  accuracy. 

We  will  keep  you  apprised  of  changes  as  they  occur. 
Sincerely, 

Charles  C.  Diggs,  Jr. 
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U.S.  House  of  Representatives, 
Committee  on  the  District  of  Columbia, 

Washington,  B.C.,  March  15,  1976. 
Hon.  Brock  Adams, 

Chairman,  House  Budget  Committee,  Rayburn  House  Office  Building, 
Washington,  D.C. 
Dear  Mr.  Chairman:  As  an  update  to  the  recently  submitted 
March  15  report,  please  find  enclosed  a  copy  of  a  legislative  proposal 
to  revise  the  basis  for  estimating  the  annual  Federal  payment  to  the 
District  in  lieu  of  charges  for  water  and  sewer  services. 

The  District's  Fiscal  Year  '77  budget  request  will  have  to  be 
amended  to  include  $5,250,000  as  payment  for  water  services  and 
$4,591,000  as  payment  for  sanitary  services. 

The  amounts  represent  increases  of  $3,751,000  and  $3,383,000 
respectively  over  the  estimates  in  the  President's  1977  budget. 

Although  the  amounts  are  small  they  are  submitted  in  the  interest 
of  accuracy. 

Sincerely, 

Charles  C.  Diggs,  Jr. 
Enclosure. 

Proposed   Legislation    on   Federal    Payments    to    Water   and 
Sanitary  Sewage  Works  Funds 

The  Mayor's  1976  Legislative  Program  contains  a  proposal  to  revise 
the  basis  for  estimating  the  annual  Federal  Payments  to  the  District 
in  lieu  of  charges  for  water  and  water  services  and  sanitary  sewer 
services  and  to  make  other  changes  necessitated  by  the  change  in  the 
fiscal  year  and  the  elimination  of  the  special  funds  of  the  District. 
Enactment  of  the  proposed  legislation  will  result  in  increases  in  the 
current  estimates  of  Federal  funds  to  be  appropriated  to  the  District 
for  Fiscal  Year  1976,  the  1976  interim  quarter,  and  Fiscal  Year  1977. 

Special  Federal  Payments  to  the  District's  Water  Fund  and  Sanitary 
Sewage  Works  Fund  in  lieu  of  charges  for  water  and  water  services  and 
sewage  services  are  authorized  by  the  Act  of  May  18,  1954,  as  amended 
(D.C.  Code,  Sections  43-1541  and  43-1611).  The  District  provides 
such  services  to  numerous  Federal  facilities  in  the  city  and  in  surround- 
ing jurisdictions.  Charges  for  the  services  are  computed  on  the  basis 
of  actual  consumption  at  the  rates  in  effect  for  other  users  of  the  serv- 
ices. 

Under  existing  law,  there  is  a  period  of  more  than  2  years  between 
the  time  services  are  rendered  by  the  District  and  the  time  payment  is 
received.  The  delay  is  due  to  the  requirement  that  the  annual  budget 
estimates  for  the  Federal  Payments  be  based  on  the  amount  of  water 
and  sewer  services  furnished  to  the  United  States  during  the  most 
recent  fiscal  year  for  which  value  can  be  determined,  with  the  charge 
computed  at  the  rates  in  effect  during  the  period  in  which  the  services 
are  furnished.  As  a  result  of  that  requirement,  the  special  Federal 
Payments  appropriated  to  the  District  for  a  given  fiscal  year  are  for 
services  provided  approximately  2  years  earlier  and  are  not  related 
to  the  actual  costs  of  providing  water  and  sewer  services  to  Federal 
facilities  in  the  year  in  which  they  are  received.  In  view  of  the  rising 
costs  to  the  District  of  providing  the  services  and  the  accompanying 
rate  increases  for  the  charges,  the  existing  payment  procedure  is  not 


192 

an  equitable  method  for  reimbursing  the  city  for  costs  incurred  in 
furnishing  the  services. 

The  legislation  we  propose  will  put  the  Federal  Payments  for  water 
and  sewer  services  on  a  current  basis,  with  annual  budget  estimates 
based  on  the  amount  of  services  expected  to  be  provided  during  the 
fiscal  year  for  which  the  payments  are  appropriated. 

To  make  the  transition  from  the  current  appropriation  procedure 
to  the  procedure  we  recommend,  the  Federal  Government  will  have  to 
make  payments  in  Fiscal  Year  1976  for  water  and  sewer  services  pro- 
vided by  the  District  in  Fiscal  Years  1974,  1975,  and  1976.  On  the 
basis  of  actual  consumption  in  the  past  2  years  and  estimated  con- 
sumption in  the  current  year,  the  payments  that  would  be  appropri- 
ated in  the  city's  Fiscal  Year  1976  Appropriations  Act  are  $9,499,000 
for  water  and  water  services  and  $6,570,000  for  sanitary  sewer  services. 
Those  amounts  represent  increases  of  $6,249,000  and  $4,132,000  re- 
spectively above  the  estimates  contained  in  the  President's  1976 
budget,  which  were  based  on  services  provided  in  Fiscal  Year  1975 
only.  The  total  amounts  to  be  requested  for  Fiscal  Year  1976  include 
the  following  charges : 

(In  thousands  of  dollars] 

Water  Sewer 

Year  in  which  services  rendered  services  services 

Fiscal  year: 

1974 

1975 

1976 . 

Total 9,499  6,570 

For  the  Fiscal  Year  1976  interim  quarter,  the  payments  would  be 
$1,312,000  for  water  and  water  services  and  $1,148,000  for  sanitary 
sewer  services.  The  increases  of  $449,500  and  $538,500  respectively 
above  the  estimates  in  the  President's  budget  are  due  to  the  proposed 
rate  increases  for  charges  for  those  services,  which  are  scheduled  to 
go  into  effect  July  1,  1976. 

The  Fiscal  Year  1977  budget  request  would  have  to  be  amended  to 
include  $5,250,000  as  the  payment  for  water  and  water  services  and 
$4,591,000  as  the  payment  for  sanitary  sewer  services.  Those  amounts 
are  based  on  estimates  for  services  to  be  provided  for  that  year  at 
the  proposed  new  rates.  The  amounts  to  be  appropriated,  as  provided 
for  by  the  draft  legislation,  represent  increases  of  $3,751,000  and 
$3,383,000  over  the  estimates  in  the  President's  1977  budget;  the 
estimates  were  based  on  the  services  actually  furnished  by  the  District 
in  Fiscal  Year  1975. 

The  draft  bill  also  provides  that  the  payments  be  advanced  on 
October  1  of  each  fiscal  year,  instead  of  July  1,  as  now  provided.  The 
October  1  date  is  consistent  with  the  new  Federal  fiscal  year  (October  1 
through  September  30),  which  was  authorized  by  the  Congressional 
Budget  and  Impoundment  Control  Act  of  1974  (P.L.  93-344;  July  12, 
1974). 

The  proposed  legislation  provides  that  the  special  Federal  Payments 
so  authorized  shall  be  made  to  the  General  Fund  of  the  District, 
rather  than  to  the  Water  Fund  and  Sanitary  Sewage  Works  Fund. 


3, 250 

2,438 

1,499 

1,208 

4,750 

2,924 
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The  two  special  funds  were  abolished  by  the  Revenue  Funds  Avail- 
ability Act  of  1975  (D.C.  Law  1-42;  January  22,  1976). 

We  intend  to  submit  the  draft  legislation  to  the  Office  of  Manage- 
ment and  Budget  in  the  next  several  days. 

Please  let  me  know  if  you  have  questions  on  this  matter. 
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Honorable  Brock  Adams,  Chairman 
Committee  on  the  Budget 
U.  S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Chairman  Adams: 

Pursuant  to  section  301(c)  of  the  Congressional 
Budget  Act  of  1974,  I  am  submitting  to  the  Committee 
on  the  Budget  of  the  House  the  views  and  estimates  of 
the  Education  and  Labor  Committee  of  the  U.  S.  House 
of  Representatives  on  the  fiscal  year  1977  federal 
budget  as  it  relates  to  matters  within  the  jurisdiction 
of  the  Committee. 


This  report  was  approved  by  the  Committee  in  open 
session  on  Tuesday,  March  9,  1976. 

The  Committee's  report  consists  of  a  narrative 
explanation  of  the  Committee  action  accompanied  by 
the  five  completed  charts  designed  by  the  House  Budget 
Committee  and  an  additional  chart  summarizing  charts 
I  through  V. 

In  addition,  I  am  attaching:  (1)  the  dissenting 
views  signed  by  Mr.  Quie,  Mr.  Bell,  Mr.  Esch,  Mr. 
Erlenborn,  Mr.  Buchanan,  Mr. 
Mrs.  Smith,  and  Mr.  Eshleman 
of  Mr.  Ashbrook, 
Erlenborn . 


Jeffords,  Mr.  Goodling, 
(2)  the  dissenting  views 
and  (3)  the  additional  views  of  Mr. 


Best  wishes. 


Chairman 


Enclosures 
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REPORT  OF  THE  EDUCATION  AND  LABOR  COMMITTEE 
OF  THE  U.  S.  HOUSE  OF  REPRESENTATIVES  TO  THE 

BUDGET  COMMITTEE  OF  THE  U.  S.  HOUSE  OF 
REPRESENTATIVES  AS  REQUIRED  BY  SECTION  301(c) 
OF  THE  CONGRESSIONAL  BUDGET  ACT  OF  1974 


In  respectfully  submitting  to  the  House  Budget 
Committee  the  House  Education  and  Labor  Committee  report 
as  required  by  Section  301(c)  of  the  Congressional  Budget 
Act  of  1974,  the  Committee  makes  its  recommendations  using 
the  five  forms  supplied  by  the  Budget  Committee.   In  so 
doing,  the  Committee  feels  that  its  presentation  may  be 
prejudiced  at  the  outset  because  these  forms  require  a 
comparison  of  the  Committee's  view  strictly  with  the  views 
and  under  the  format  of  the  President's  budget  request  to 
the  Congress.   Were  the  Committee  to  present  its  views  in 
relation  to  the  second  budget  resolution  for  fiscal  year 
1976,  the  recommendations  would  more  appropriately  coincide 
with  recent  Congressional  program  and  budget  policy  deter- 
minations. 

A  summary  of  the  Committee's  action  is  reflected  in 
the  following  table: 
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Budget  Authority 
($  in  billions) 


1976 
Appropriation 

1977 
President's 

Request 

1977 
Committee 
Recommendation 

Ongoing  Programs 

$19.4 

$14.0 

$23.2 

President ' s 
Initiatives 

- 

2.9 

0 

Subtotal 

19.4 

16.9 

23.2 

(Difference 
with  1977 
Budget ) 

(+2.5) 

(+6.3) 

Congressional 
Initiatives 

- 

- 

5.6 

Total 

19.4 

16.9 

28.8 

(Difference 
with  1977 
Budget ) 

(+2.5) 

(+11.9) 
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Without  reference  to  the  second  budget  resolution  for 
fiscal  year  1976,  the  difference  between  the  President's 
budget  and  the  Committee  proposal  is  distorted.  The 
differences  between  the  President's  budget  and  the  Committee 
proposal  are: 

($  in  billions) 
Budget  Authority 
Legislative  initiatives 

CETA  VI  $4.5 

Extension  of  ongoing  programs    0.8 
Others  0.3         $  5.6 


Continuing  programs 
Child  nutrition 
Education  Division  -  advance  funding 

-  student  aid 

-  other  activities 

Employment  training  and  older  Americans 
employment 

Pre-school,  vocational  rehabilitation, 
feg;'  health  and  safety,  community  services, 
IS  volunteer  activities,  juvenile  delin- 
'tff'f.    quency,  arts  and  humanities,  YCC,  and 
!K    other  research  and  training  programs 


1.3 
1.2 
1.2 
0.8 

0.8 


1.0 


11.9 


198 


From  the  preceding  table  it  will  be  seen  that  $5.6 
billion  of  the  difference  between  the  President's  budget 
and  the  Committee  proposal  is  made  up  of  new  legislative 
authorizations  of  the  Committee  or  the  continuation  of  on- 
going programs  by  new  authorizing  legislation  for  which 
the  President  requests  no  new  budget  authority.   Of  this 
$5.6  billion,  $4.5  billion  is  essential  to  fund  title  VI 
of  the  Comprehensive  Employment  and  Training  Act  (CETA) . 
Authority  for  title  VI  expires  on  June  30th  and  the 
President  requests  no  budget  authority  for  it  in  fiscal 
year  1977.   However,  on  February  10th  this  year  the  House 
passed  H.R.  11453  extending  title  VI  and  the  $4.5  billion 
requested  by  the  Committee  is  necessary  to  maintain  a  fund- 
ing level  for  600,000  public  service  jobs  through  fiscal 
year  1977,  the  level  established  for  the  final  quarter  for 
fiscal  year  1976  within  the  restraints  of  the  second  budget 
resolution. 

To  fund  new  programs  described  on  Chart  IV,  and  an 
extension  of  existing  higher  education  and  vocational 
education  programs  (expiring  this  fiscal  year)  for  which 
the  President  requests  no  budget  authority,  approximately 
$1.1  billion  will  be  required. 
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It  will  be  seen  that  the  President  seeks  to  amend 
existing  law  (a  legislative  transmittal  not  received  by  the 
Congress  at  the  time  of  writing  this  report)  in  order  to 
effect  a  $1.3  billion  reduction  in  school  lunch  and  child 
nutrition  assistance.   The  First  Session  of  the  94th 
Congress  having  just  passed  new  school  lunch  and  child 
nutrition  legislation  over  a  Presidential  veto,  it  is  un- 
likely that  the  Second  Session  will  agree  with  the  new 
proposal  when  it  is  transmitted. 

The  preceding  table  reflects  a  Committee  proposal  for 
$1.2  billion  in  forward  funding  for  vocational  education, 
the  Elementary  and  Secondary  Education  Act,  adult  education 
and  Education  of  the  Handicapped  Act,  all  recent  Congress- 
ional initiatives,  over  the  President's  forward  funding 
requests.   These  will  not  be  reflected  in  outlays  for  fiscal 
year  1977. 

The  Committee  proposal  provides  $1.2  billion  above  the 
President's  request  to  increase  funding  for  basic  opportun- 
ities grants  and  the  college  work-study  program. 

Eight  hundred  million  dollars  of  the  difference  is 
brought  about  by  increases  the  Committee  suggests  in  pro- 
grams dealing  with  Indian  education,  the  Emergency  School 
Aid  Act,  basic  grants  to  states  for  vocational  education, 
library  services  and  construction,  educational  research  and 
related  administrative  costs  to  the  Education  Division. 
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Still  another  $800  million  represent  increases  in  the 
Comprehensive  Employment  and  Training  Act  for  training  activ- 
ities, other  than  those  reported  in  connection  with  title  VI , 
and  employment  programs  for  older  Americans. 

The  remaining  $1  billion  is  comprised  of  increases  in 
a  wide  range  of  programs  including  Head  Start,  vocational 
rehabilitation,  health  and  safety  programs,  community  serv- 
ices, volunteer  activities,  juvenile  delinquency,  arts  and 
humanities,  the  Youth  Conservation  Corps,  coal  mine  health 
and  safety  research  and  related  training  and  administrative 
costs. 

The  Committee's  recommendations  differ  with  the  Presi- 
dent's budget  request  for  the  transition  quarter  as  reflected 
by  the  following  table.   The  Committee  proposal  in  this 
respect  is  necessary  to  maintain  programs  at  an  appropriate 
level  during  this  period. 

Transition  Quarter 
($  in  billions) 

President's  Request    Committee  Proposal 

Budget  Authority  $2.9  $4.9 

Outlays  4.6  6.2 
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Outlays 

The  effect  of  the  Committee ' s  recommendation  on  outlays 
presents  a  slightly  different  picture.   The  following  charts 
which  correspond  to  those  on  pages  2  and  3,  respectively, 
display  the  outlays. 


Ongoing  Programs 

President ' s 
Initiatives 

Subtotal 

(Difference 
with  1977 
Budget ) 

Congressional 
Initiatives 


Total 


(Difference 
with  1977 
Budget ) 


Outlays 

($  in  billions) 

1977 

1977 

1976 

President's 

Committee 

Appropriation 

Request 

Recommendat  ion 

$20.3 

$15.2 

$20.9 

_ 

3.3 
18.5 

0 

20.3 

20.9 

(+1.8) 

(+2.4) 

20.3 
(+1.8) 


18.5 


5.2 


26.1 
(+7.6) 


68-249  O  -  76  -  14 
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The  $7.6  billion  is  derived  as  follows 


Legislative  initiatives 

CETA  VI  $4.7 

Extension  of  ongoing  programs  0.2 

Others  0.3 


($  in  billions) 
Outlays 


$5.2 


Continuing  programs 
Child  nutrition 
Education  Division  -  advance  funding 

-  student  aid 

-  other  activities 

Employment  training  and  older  Americans 
employment 

Pre-school,  vocational  rehabilitation, 
health  and  safety,  community  services 
volunteer  activities,  juvenile  delin- 
quency, arts  and  humanities,  YCC,  and 
other  research  and  training  programs 


0.7 

1.3 
(-0.2) 

0.6 
7.6 
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DISSENTING  VIEWS  ON  THE  EDUCATION  AND  LABOR 
COMMITTEE  REPORT  TO  THE  HOUSE  BUDGET 
COMMITTEE 

We,  too,  support  the  adequate  Federal  funding  of  the  many  grant 
and  benefit  programs  which  come  within  the  jurisdiction  of  the 
Committee  on  Education  and  Labor. 

The  purpose  of  the  1974  Budget  Act  was  to  pull  together  a  pro- 
cedure and  a  method  so  that  the  Congress  would  be  able  to  deal  with 
the  Federal  budget  in  a  coherent,  meaningful  way.  That,  of  course, 
involves  the  need  to  set  priorities  within  the  Federal  budget  and  the 
need  to  make  some  hard  decisions  about  what  is  really  important  for 
Federal  funding. 

To  our  distress,  the  Committee  has  chosen  instead  to  regard  this 
report  to  the  Budget  Committee  as  a  simple  exercise  in  restating, 
for  the  most  part,  the  authorization  levels  already  enacted  into  law. 
Since  authorization  levels  in  many  programs  are  often  artificially 
high,  the  repeating  of  those  numbers  serves  no  valid  purpose.  It 
merely  continues  to  perpetuate  unrealistic  assumptions  and  to  raise 
hopes  which  most  likely  cannot  be  fulfilled. 

Generally,  we  support  the  premise  that  the  total  sum  of  funds  for 
which  this  Committee  has  jurisdiction  should  grow  at  a  level  of  about 
7  percent  between  FY  1976  and  FY  1977.  That  would  represent  an 
increase  approximately  equal  to  recent  experience  with  inflation 
levels  in  the  economy.  However,  we  would  not  apply  that  7  percent 
uniformly  across  the  board. 

We  believe  that  one  of  the  most  important  principles  in  the  new 
budget  process  is  the  requirement  that  Congress  begin  making  some 
of  the  critical  decisions  about  Federal  priorities.  To  illustrate  this 
point,  we  believe  that  the  Federal  government  has  a  continuing  and 
expanding  commitment  to  provide  assistance  for  the  education  of 
handicapped  children,  and  we  would  therefore  support  a  sizable 
increase  in  Federal  support  for  that  purpose.  On  the  other  hand,  we 
do  not  believe  that  the  impact  aid  program  should  continue  to  receive 
funding  at  the  level  of  the  last  several  years.  We  would,  therefore, 
suggest  that  our  Committee  needs  to  look  at  the  programs  in  Function 
500,  and  to  a  lesser  extent  to  those  other  functional  categories  where 
we  have  jurisdiction,  with  a  critical  eye  toward  developing  priorities 
for  Federal  funding. 

If  one  assumes  a  7  percent  increase  over  the  1976  appropriation 
level,  the  total  of  appropriations  for  programs  within  Education  and 
Labor  jurisdiction  would  come  to  some  $20.8  billion,  up  from  the 
actual  1976  appropriation  level  of  $19.4  billion.  That  $20.8  billion 
figure  for  FY  1977  is  some  $4.8  billion,  or  about  28  percent,  above  the 
Administration's  budget  request  for  next  year.  That  certainly  is 
evidence  of  our  own  disagreement  with  many  of  the  priorities  in  the 
Federal  budget  and  of  our  willingness  to  provide  adequate  funding 
for  the  programs  within  our  purview. 
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One  of  our  chief  concerns  with  respect  to  the  new  budget  process  is 
that  it  does  not  provide  an  opportunity  for  the  authorizing  committees 
to  respond  to  the  recommendations  of  the  budget  committees  in  the 
way  that  departments  and  agencies  have  an  opportunity  to  respond 
to  OMB  direction.  If,  in  fact,  the  Congressional  budget  process  is  to 
provide  the  Congress  with  a  situation  somewhat  analogous  to  that 
which  exists  in  the  Executive  branch,  then  in  our  view  it  has  missed 
its  mark.  By  failing  to  include  the  most  crucial  element,  the  right  of 
appeal,  the  authorizing  committees  have  been  deprived  of  a  very 
significant  voice  in  the  determination  of  priorities. 

We  believe  that  once  the  Budget  Committee  arrives  at  figures  for 
specific  functional  areas  that  they  should  then  return  to  the  various 
authorizing  committees  for  specific  guidance  before  establishing  final 
figures  for  functions  and  subfunctions.  It  may  be  that  an  amendment 
to  the  Congressional  Budget  and  Impoundment  Control  Act  will  be 
necessary  to  make  this  process  a  formal  one.  However,  in  the  absence 
of  a  formal  provision  in  the  law,  we  urge  the  Budget  Committee  to 
undertake  this  obligation  to  communicate  with  authorizing  commit- 
tees on  at  least  an  informal  basis.  The  result  of  that  dialogue  would  be 
a  much  better  thought  out  establishment  of  priorities  and  would 
probably  result  in  fewer  amendments  to  the  budget  resolution  being 
offered  on  the  floor  of  the  House.  We  commend  this  idea  to  the  Budget 
Committee  and  urge  all  of  our  colleagues  to  consider  the  necessity  of 
establishing  priorities  for  Federal  spending. 

Albert  H.  Quie,  M.C.,  Alphonzo  Bell,  M.C.,  Marvin  L. 
Esch,  M.C.,  John  N.  Erlenborn,  M.C.,  John  Bu- 
chanan, M.C.,  James  M.  Jeffords,  M.C.,  William  F. 
Goodling,  M.C.,  Virginia  Smith,  M.C.,  Edwin  D. 
Eshleman,  M.C. 


DISSENTING  VIEWS  OF  JOHN  M.  ASHBROOK  OF  THE 
EDUCATION  AND  LABOR  COMMITTEE  ON  BUDGET 
RECOMMENDATIONS 

I  agree  with  many  of  the  points  made  b}^  the  minority  in  the  dis- 
senting views.  However,  I  disagree  with  their  statement  that 
"generally,  we  support  the  premise  that  the  total  sum  of  funds  for 
which  this  committee  has  jurisdiction  should  grow  at  a  level  of  about 
7  percent  between  fiscal  1976  and  fiscal  1977."  While  it  is  true  that 
some  programs  should  be  placed  on  a  higher  priority,  this  can  be 
accomplished  by  trimming  or  cutting  out  altogether  those  programs 
which  are  not  necessary  or  justifiable  in  a  time  of  high  deficits.  Un- 
fortunately, most  of  these  programs  have  been  allowed  to  grow  and 
grow  and  grow. 

In  particular,  many  shady  grants  and  demonstration  projects  could 
be  curtailed  to  the  minimum  if  not  completely  cut  out  during  this 
period  of  high  deficits.  Moreover,  sound  spending  policies  will  only 
be  achieved  by  the  use  of  the  zero-base  budget  philosophy.  Rather 
than  adding  on  each  year  and  taking  for  granted  the  expenditures  of 
previous  years,  all  programs  should  start  out  with  zero  and  be  forced 
to  prove  every  penny  that  they  spend.  Only  in  this  way,  can  we  hold 
the  line  which  is  absolutely  imperative. 

John  M.  Ashbrook. 
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ADDITIONAL  VIEWS  OF  JOHN  N.  ERLENBORN  ON  THE 
EDUCATION  AND  LABOR  REPORT  TO  THE  HOUSE 
BUDGET  COMMITTEE 

I  signed  the  dissenting  views  on  this  Report  because  they  make  a 
number  of  important  points  that  I  believe  must  be  given  serious 
consideration  by  the  House  Budget  Committee  and  the  Congress. 
However,  I  question  whether  a  7  percent  across-the-board  increase 
over  the  1976  appropriation  levels  for  those  programs  within  the 
Education  and  Labor  Committee's  jurisdiction  is  a  prudent  basis  for 
raising  spending  levels. 

My  first  concern  is  that  this  method  does  not  accommodate  an 
evaluation  of  each  program's  aims  and  effectiveness.  If  we  agree  that 
ever-increasing  Federal  deficits  are  a  major  cause  of  inflation,  then  we 
must  face  the  difficult  decisions  involved  in  establishing  spending 
priorities. 

I  believe  a  zero-base  approach  would  be  more  desirable.  That  is,  we 
should  not  necessarily  accept  last  year's  appropriation  as  a  base  and 
simply  add  to  each  program.  Some  might  better  be  funded  at  a  lower 
level,  or  be  eliminated.  Others  might  justify  increased  spending. 

This  leads  to  my  second  concern,  and  that  is  a  spending  level  of 
$4.8  billion  above  the  Administration's  budget  request  for  just  one 
segment  of  the  total  budget.  That  budget  contemplates  a  deficit  of 
$43  billion  for  Fiscal  1977.  I  am  persuaded  that  our  economy  (and, 
therefore,  the  people)  would  be  better  served  if  we  could  reduce  that 
figure,  and  I  will  be  extremely  reluctant  to  increase  it. 

John  N.  Erlenborn. 


REPORT  OF   THE   COMMITTEE   OX  GOVERNMENT 

OPERATIONS 

Congress  of  the  United  States 

Committee  ox  Government  Operation?. 
Washington,  B.C..  March  U 
Hon.  Brock  Adams. 
Chairman.   Committee  on   the  Budget.    U.S.   H:    se     '  Representat    et 

Washington.  D.C. 

Dear  Brock:  In  conformity  with  the  requirements  of  section  301 
of  the  Congressional  Budget  Act.  there  is  enclosed  the  Commit 
Views  and  Estimates  on  new  budget  authority  and  budget  outlays 
to  be  authorized  by  the  Committee  for  incorporation  in  the  I 
gressional  Budget  Resolution  for  FY  1977.  and  View-  and  Estimates 
on  budget  authority  and  budget  outlays  for  FY  1977  for  those  pro- 
grams which  the  Committee  had  authorized  previously.  The  views 
and  estimates  are  arranged  in  accordance  with  the  outline  supplied 
to  us  by  your  Committee.  You  will  note  that  the  major  increase  is  in 
the  revenue  sharing  program.  This  increase  is  necessitated  to  a  large 
extent  by  the  use  of  a  misleading  and  legally  questionable  procedure 
in  the  President '^  budget  submission.  The  budget  request  figure 
would  require  Congress  to  amend  the  existing  revenue  sharing  pro- 
gram and  rescind  appropriations  already  enacted.  Other  increase-  in 
budgetary  authority  and  outlays  have  been  recommended  in  a  few 
instances,  but  in  each  case  it  is  believed  such  increases  will  produce 
far  greater  budgetary  savings. 

Each  of  the  Committee'-  subcommittees  was  requested  to  supply 
their  views  and  estimate-.  The  attached  report  reflects  their  respc 
The  uniqueness  of  this  experience  and  the  relatively  short  time  within 
which  this  report  had  to  be  prepared  meant,  however,  that  the  re- 
view process  had  to  be  foreshortened.  In  the  case  of  many  activities, 
under  the  Committee's  jurisdiction,  no  recommendations  are  made 
because  time  did  not  permit  a  sufficiently  indepth  review  to  be 
conducted. 

Now  that  we  have  gained  experience,  the  Committee  will  be  pre- 
pared  to  conduct  indepth  reviews  in  order  to  fully  support  the  views 
and  estimates  it  will  file  in  regard  to  the  FY  197S  budget. 

If  we  can  be  of  further  assistance,  please  let  me  know. 

With  best  wishes.  I  am 
Sincerely. 

•Tack  Brooks.  Chairman. 

Enclosures. 
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REPORT  OF  THE  COMMITTEE  ON 
HOUSE  ADMINISTRATION 

Congress  of  the  United  States, 
Committee  on  House  Administration, 

Washington,  B.C.,  March  5,  1076. 
Hon.  Brock  Adams, 
Chairman,  Committee  on  the  Budget, 
U.S.  House  of  Representatives,  Washington,  B.C. 

Dear  Mr.  Chairman:  This  refers  to  your  letter  of  February  6,  1976 
concerning  the  Committee  on  House  Administration  report  as  pre- 
scribed by  the  Congressional  Budget  Act  of  1974.  The  report  for  this 
Committee  is  submitted  as  follows: 

Format  I :  President's  Budget  Requests  for  Existing  Programs  which 
Require  Re-enactment  or  Modification  of  Authorization  Legislation 
for  FY  1977.  Re:  01-25-0105-0-1-403.  No  Comment  (under  $1,- 
000,000). 

Format  II:  President's  Budget  Requests  for  New  and  Expanded 
Programs  which  would  Require  Legislation  for  FY  1977.  No  items. 

Format  III :  President's  Budget  Requests  for  Reductions  in  Exist- 
ing Programs  which  would  Require  Amendment  fo  Authorizing  Legis- 
lation. No  items. 

Format  IV:  Legislative  Initiatives  of  Congress  for  FY  1977.  Please 
see  attached  letter  to  Speaker  of  the  House  dated  February  16,  1976. 
With  kindest  personal  regards,  I  am 
Very  sincerely  yours, 

Wayne  L.  Hays,  Chairman. 
Attachments. 

Congress  of  the  United  States, 
Committee  on  House  Administration, 

Washington,  B.C.,  February  16,  1976. 
Hon.  Carl  Albert, 
Speaker, 

House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Speaker:  I  am  submitting  per  your  request  a  list  of  bills 
which  I  anticipate  the  Committee  on  House  Administration  will  have 
ready  for  Floor  action  in  the  present  session  of  Congress. 

BILLS    WHICH    HAVE    PASSED    THE    FULL    COMMITTEE 

The  following  bills  have  already  been  reported  by  the  full  Committee 
and  are  awaiting  action,  either  in  the  Rules  Committee  or  on  the  Floor 
or  by  the  Senate : 

H.R.  7950 — Federal  Election  Commission  authorization  to  extend 
appropriations  for  fiscal  year  1976  and  the  first  three  months  of  fiscal 
1977.  Reported  by  House  Administration  Committee  June  18,  1975, 
Rept.  94-308,  passed  by  the  House  June  19,  1975  (awaiting  Senate 
action). 

H.  Con.  Res.  96 — Authorizing  bust  or  statue  of  Martin  Luther  King. 
Passed  House  Jan.  20,  1976  (awaiting  Senate  action). 

S.  2619 — To  provide  for  adjusting  the  amount  of  interest  paid  on 
funds  deposited  with  the  Treasury  of  the  United  States  by  the  Library 
of  Congress  Trust  Fund  Board/  (H.R.  8627  passed  House  Feb.  28, 
1976;  proceedings  vacated,  laid  on  table  and  S.  2619,  as  amended, 
passed  in  lieu  thereof.  Awaiting  Senate  action.) 
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S.  2620 — Providing  for  adjusting  the  amount  of  interest  paid  on 
funds  deposited  with  the  Treasury  of  the  United  States  pursuant  to 
an  Act  of  August  20,  1912,  titled  "An  Act  to  accept  and  fund  the 
bequest  of  Gertrude  M.  Hubbard".  (H.R.  8628  passed  House  Feb.  2, 
1976;  proceedings  vacated,  laid  on  table  and  S.  2620,  as  amended, 
passed  in  lieu  thereof.  Awaiting  Senate  action.) 

H.R.  11552 — Voter  Registration  Act  reported  by  Committee  on 
House  Administration  on  January  29,  1976,  Rept.  94-798.  (Pending 
in  Rules  Committee.) 
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Honorable  Brock  Adams,  Chairman 
Committee  on  the  Budget 
House  Office  Building  Annex  No.  1 
Washington,  D.C. 

Dear  Mr.  Chairman: 

Submitted  herewith  are  the  views  and  estimates  of  the 
Committee  on  Interior  and  Insular  Affairs  as  required  by- 
section  301(c)  of  the  Congressional  Budget  and  Impoundment 
Control  Act  of  1974. 

In  addition  to  providing  an  estimate  of  the  budget  outlays 
and  the  appropriate  level  of  new  budget  authority  for  each 
functional  category  within  the  jurisdiction  of  this  Com- 
mittee, this  report  contains  recommendations  with  respect 
to  budgetary  matters  within  the  Committee's  oversight 
responsibility. 

Since  primary  legislative  and  oversight  jurisdiction  within 
this  Committee  is  assigned  to  seven  subcommittees,  this 
report  is,  in  a  sense,  a  consolidated  statement  of  the  views 
and  estimates  of  those  subcommittees  as  well  as  an  overall 
recapitulation  on  behalf  of  the  full  Committee.   The  report 
also  includes  information  with  respect  to  estimating  rents 
and  royalties  from  Outer  Continental  Shelf  oil  and  gas 
leases  and  production. 

With  the  understanding  that  the  Committee  on  the  Budget  for 
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Honorable  Brock  Adams,  Chairman 
March  15,  1976 
Page  2 


the  first  time  will  be  allocating  permanent  spending 
authority  among  the  respective  authorizing  committees  of 
the  House,  we  are  providing  relevant  information  on  the 
permanent  budget  authority  and  outlays,  which  it  is  hoped 
will  aid  in  guiding  your  Committee  in  making  these  alloca- 
tions . 

Although  we  also  understand  that  offsetting  receipts  will 
not  be  distributed  by  the  Committee  on  the  Budget  in  fiscal 
year  1977,  we  note  that  there  are  under  the  jurisdiction  of 
our  Committee  offsetting  receipts  totaling  more  than 
$1  billion  exclusive  of  OCS  rents  and  royalties. 

Sincerely, 

JAMES  A.  HALEY 
Chairman 
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GENERAL  STATEMENT 

The  President's  budget  for  fiscal  year  1977  requests  over  $3  billion 
in  budget  authority  and  outlays  for  the  Department  of  the  Interior 
and  related  agencies  under  the  jurisdiction  of  this  Committee.  His 
fiscal  year  1977  request  continues  to  fund  programs  at  a  level  which 
is  approximately  tnat  of  the  fiscal  year  1976  level. 

The  Committee  notes  that,  as  a  result  of  the  functional  classification 
system  established  by  the  Office  of  Management  and  Budget,  over  $2 
billion  of  the  programs  under  its  jurisdiction  are  included  in  func- 
tional category  300,  Natural  Resources,  Environment,  and  Energy. 

Since  the  new  Congressional  budget  process  establishes  spending 
targets  and  priorities  for  functional  categories,  the  Committee  is 
increasingly  concerned  that  programs  undeT  its  jurisdiction  will 
have  to  compete  with  other  high  priority  programs  within  Category 
300.  Natural  resource  programs  have  remained  relatively  level  while 
major  energy  programs  have  expanded.  For  example,  the  Energy  sub- 
category budget  authority  has  increased  by  almost  as  much  as  the 
total  budget  authority  in  the  President's  budget  request  for  Category 
300  programs  under  the  jurisdiction  of  this  Committee. 

The  Committee  is  concerned  that  the  programs  under  its  jurisdic- 
tion will  be  held  down  in  an  expanding  category  at  a  time  when  the 
Committee  is  proposing  an  17  percent  increase  for  budget  authority 
and  a  13  percent  increase  in  outlays  for  programs  in  Category  300. 

The  Committee  specifically  takes  note  of  the  remarks  of  the  Chair- 
man of  the  Committee  on  the  Budget  made  to  the  House  on  Febru- 
ary 18,  where  he  states  that  programs  in  function  300  other  than 
energy  and  pollution  abatement  and  control  will  remain  at  a  current 
services  level  through  FY  1981.  We  do  not  believe  that  the  Congress 
should  endorse  the  Executive's  policy  of  benign-but-minimal  custody 
with  respect  to  the  conservation  of  our  natural  resources. 

In  Health  Category  550  the  Committee  has  determined  that  high 
priority  must  be  given  to  assuring  that  health  services  be  exnanded 
for  native  Americans.  Even  if  national  health  insurance  legislation 
were  enacted,  there  is  no  guarantee  that  the  health  of  native  Americans 
would  be  greatly  benefited,  since  there  is  a  severe  shortage  of  health 
personnel  in  the  rural  areas  of  America,  particularly  on  reservations. 
Moreover,  the  Committee  believes  that  the  proposed  Indian  health 
legislation  will  help  facilitate  the  national  policy  of  self-determination 
for  native  Americans  by  creating  indigenous  health  personnel.  A 
major  incrpase  in  Health  Category  550  for  Indian  Health  Services  is 
therefore  being  recommended. 

In  General  Government  Category  800  the  Committee  is  requesting 
a  $55  million  increase  in  budget  authority  and  outlays  for  fiscal  year 
1977  to  meet  commitments  made  to  the  people  of  Micronesia,  Guam, 
and  the  Virgin  Islands. 

Finally,  in  Category  850  (Revenue  Sharing  and  General  Purpose 
Fiscal  Assistance)  a  request  of  $130  million  in  budget  authority  and 
outlays  would  establish  minimum  payments  to  local  governments  in 
lieu  of  taxes  on  Federal  lands. 
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President's  Budget  Requests  for  Existing  Programs  Which  Re- 
quire Re-Enactment  or  Modification  of  Authorizing  Legisla- 
tion for  Fiscal  Year  1977 

The  President's  budget  requests  for  existing  programs  which  re- 
quire reenactment  or  modification  of  authorizing  legislation  are  listed 
in  Table  1.  While  the  Committee  is  in  basic  agreement  with  the 
amounts  requested  by  the  President  for  the  Pennsylvania  Avenue 
Development  Commission  and  the  Trust  Territory  of  the  Pacific 
Islands,  it  believes  that  the  amounts  requested  for  the  Preservation 
of  Historic  Properties  must  be  increased  to  assure  that  the  state  grants 
activity  is  continued  at  the  FY  1976  level. 

Moreover,  the  Committee  estimates  that  the  Indian  Claims  Com- 
mission will  require  an  aditional  amount  of  $120,000  in  budget  author- 
ity and  outlays  to  cover  the  estimated  mandatory  cost  of  living  increase 
this  fall. 

The  Committee  notes  that  the  President's  budget  could  be  misin- 
terpreted with  respect  to  amounts  requested  for  the  Office  of  Water 
Research  and  Technology,  and  the  Water  Resources  Council  planning 
activity.  Although  the  Committee  agrees  with  the  President's  total 
budget  authority  and  outlays  request  of  $22  million  and  $18  million 
respectively  for  the  Office  of  Water  Research  and  Technology,  it  em- 
phasizes that  the  only  portion  requiring  authorizing  legislation  is 
$6,470,000  in  budget  authority  and  outlays.  With  respect  to  the  Water 
Resources  Council  planning  request,  only  $248,000  of  the  $9,465,000 
requires  authorizing  legislation. 

TABLE  1.— PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODI- 
FICATION OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

(In  thousands  of  dollars] 


Committee 

President's 
Budget 

request 

recommendation 

Budget 
authority 

Outlays 

Major  issue  or  program 

authority 

Outlays    l 

[difference)    i 

[difference) 

Comment 

Office  of  Water  Research  and 

22,273 

18, 200 

President's  budget  incorrectly 
footnotes     authorized     BA/0 

Technology  (salaries  and  ex- 

(15,803) 

(11,730) 

penses). 

(6,  470) 

(6,  470) 

6,470 

6,470 

amounts  of  $15,803,000  and 

(+000) 

(+000) 

$11,730,000  respectively.  (See 
subcommittee  report.) 

Water  Resources  Council  (water 

9,465 

9,465 

President's  budget  incorrectly 
footnotes     authorized     BA/O 

resources  planning). 

(9,217) 

(9,  217) 

(248) 

(248) 

248 

248 

amounts  of  $9,217,000  each. 

(+000) 

(+000) 

(See  subcommittee  report.) 

National  Park  Service  (preser- 

14, 500 

21, 000 

24, 400 

30, 000 

Full  funding  of  matching  grants 

vation  of  historic  properties). 

(+9, 900) 

(+9,  000) 

program  is  vital  to  maximize 
State  and  local  protection  of 
historic  properties. 

Pennsylvania  Avenue  Develop- 

1,425 

1,425 

1,425 

1,425 

ment  Corporation    (salaries 

(+000) 

(+000) 

and  expenses). 

(Pennsylvania  Avenue  Develop- 

111, 450 

>  3,  639 

111,450 

«  3, 639 

ment  Fund.) 

(+000) 

(+000) 

Indian  Claims  Commission  (sal- 

1,530 

1,530 

1,650 

1,650 

Mandatory  cost  of  living  increase. 

aries  and  expenses). 

(+120) 

(+120) 

Trust  Territory  of  the  Pacific 

82, 321 

80,  817 

82,  321 

80,  817 

Islands. 

(+000) 

(+000) 

1  Proposed  for  lator  transmittal  under  proposed  legislation  (J  footnote  in  President's  budget). 

President's  Budget  Requests  for  New  and  Expanded  Programs 
Which  Would  Require  Authorizing  Legislation  for  Fiscal 
Year  1977 

The  Committee  shares  jurisdiction  relating  to  legislation  which 
would  increase  production  from  Elk  Hills,  California,  and  concurs 
with  the  President's  budget  with  respect  to  this  matter. 
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TABLE  2,-PRESIDENT'S  BUDGET   REQUESTS  FOR  NEW  AND  EXPANDED   PROGRAMS  WHICH  WOULD   REQUIRE 
AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


President's  request 


Legislative  proposal 


Budget 
authority 


Committee 
recommendation 


Budget 
authority 


Outlays 
Outlays    (difference)   (difference) 


Comment 


Naval      petroleum      reserves, 

strategic  petroleum  storage. 
Offsetting  receipts 


368 
-68* 


Increase  production  from  Elk 
Hills,  Calif.,  to  finance  further 
exploration,  development  and 
production  of  naval  petroleum 
reserves,  and  to  establish  a 
national  strategic  petroleum 
reserve  subject  to  the  control 
of  the  President.  Appropriate 
adjustments  will  be  made  to 
reflect  requirements  of  re- 
cently signed  Energy  Policy 
and  Conservation  Act. 


Legislative  Initiatives  of  the  Committee  ox  Interior  and  Insular 
Affairs  for  Fiscal  Year  1977 

The  Committee  is  requesting  $551  million  in  budget  authority  and 
$500  million  in  outlays  for  fiscal  year  1977. 

In  Category  300  (Xatural  Resources,  Environment,  and  Energy) 
the  request  is  $173  million  in  budget  authority  and  $122  million  in  out- 
lays. These  amounts  will  fund  the  first  year  or  the  two  legislative  initi- 
atives in  this  Category — the  Public  Land  Policy  and  Management 
Act  and  H.R.  9725,  Surface  Mining  Control  and  Reclamation  Act. 

In  Category-  550  (Health)  the  request  is  $193  million  in  budget 
authority  and  outlays  for  H.R.  2525,  the  Indian  Health  Care  Im- 
provement Act. 

In  Category  800  (General  Government)  the  request  is  $55  million 
in  budget  authority  and  outlays  for  the  beginning  stages  of  establish- 
ing a  four-year  College  of  Micronesia,  for  honoring  the  United  States 
Government  commitments  with  respect  to  Micronesian  War  Claims, 
Guam  and  Virgin  Islands  capitol  improvements,  the  Northern  Mari- 
ana Islands  Commonwealth,  and  to  offset  reductions  in  categorical 
programs  for  the  Trust  Territory  of  the  Pacific  Islands. 

In  Category  850  (Revenue  Sharing  and  General  Purpose  Fiscal 
Assistance)  the  request  is  $130  million  in  budget  authority  and  out- 
lays for  implementing  the  first  year  of  Payments  in  Lieu  of  Taxes 
legislation  that  establishes  minimum  payments  to  local  governments 
in  lieu  of  taxes  on  Federal  lands. 

TABLE  3.— LEGISLATIVE  INITIATIVES  OF  THE  COMMITTEE  ON  INTERIOR  AND  INSULAR  AFFAIRS  FOR  FISCAL 

YEAR  1977 

[In  millions  of  dollars] 


Legislative  initiatives 


Budget 
authority 


Outlays    Comments 


300  Public   Land    Policy   and    Management 
Act. 
H.R.  9725,  Surface  Mining  Control  and 

14.0 

14.0 

In  subcommittee  markup. 

159.0 

108.0 

Full  committee  ordered  reported  Feb.  23, 

Reclamation  Act. 

1976. 

550  H.R.  2525,  Indian  Health  Care  Improve- 

193.0 

193.0 

Full  committee  ordered  reported  Mar.  2, 

ment  Act. 

1976. 

800  H.R.  7688,  4- Year  College  of  Micronesia.. 

.5 

.5 

H.R.  7688  passed  the  House  on  June  16, 
1975,  and  Senate  floor  action  is  pending. 

H.J.  Res.  549,  Micronesian  war  claims 

14.0 

14.0 

House  joint  resolution  has  passed  House 
and  Senate. 

Northern    Mariana    Islands    Common- 

14.0 

14.0 

Do. 

wealth. 

G'-'am  capitol  improvements 

12.0 

12.0 

In  subcommittee  markup. 

Virgin  Islands  capitol  improvements 

12.0 

12.0 

FjII  committee  decision  made  in  budget 
markup  on  Mar.  9,  1976. 

Trust  Territory  grants 

2.0 

2.0 

See  subcommittee  narrative. 

850  Payments  in  lieu  of  taxes 

130.0 

130.0 

Do. 

550.5 

499.5 

.».* 
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President's  Budget  Request  for  Existing  Programs  Which  Do  Not 
Require  Authorizing  Legislation  for  Fiscal  Year  1977 

The  Committee  is  recommending  an  increase  of  $225  million  in 
Budget  Authority  and  $171  million  in  Outlays  for  existing  programs 
for  FY  1977.  In  Category  300,  Natural  Resources,  Environment,  and 
Energy,  the  Committee  recommends  an  increase  of  $202  million  in 
Budget  Authority  and  $152  million  in  Outlays.  These  recommended 
increases  include  the  following:  a  $150  million  increase  in  budget 
authority  and  a  $100  million  increase  in  outlays  for  the  Land  and 
Water  Conservation  Fund  for  the  purchase  of  previously  author- 
ized Federal  recreation  land,  $33  million  increases  in  Budget  Author- 
ity and  Outlays  for  Water,  rower  and  Recreation  Resource  Programs 
of  the  Bureau  of  Reclamation  and  funds  for  Water  Resources  Council 
planning  grants  to  States,  a  modest  increase  of  $4  million  in  Budget 
Authority  and  Outlays  to  provide  for  additional  National  Park 
Service  personnel  to  meet  the  increasing  public  use  of  our  National 
Park  System,  and  $15  million  increase  in  budget  authority  and  out- 
lays for  metallurgy  research,  ocean  mining,  and  minerals  evaluations. 

In  Category  450,  Community  and  Regional  Development,  the  Com- 
mittee recommends  an  increase  of  $23  million  Budget  Authority  and 
$19  million  in  Outlays  for  Indian  Road  and  School  Construction  and 
Road  Maintenance,  Indian  Law  Enforcement,  the  implementation  of  a 
Federal  district  Judge's  decision  with  respect  to  Indian  Fishing  rights, 
the  Indian  Business  Development  Grant  Fund,  and  for  the  continua- 
tion of  the  work  of  the  Joint  Federal-State  Land  Use  Planning  Com- 
mission for  Alaska. 

TABLE  ^-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 

LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars! 

Committee 
President's  request  recommendation 


Budget 

uthorlty 
or  program  authority         Outlays  (difference)  (difference)    Comment 


Major  issue  Budget  authority         Outlays 

>rlty 


300  Water  and  power  programs.             801              773              834  806    See  subcommittee  report. 

(+33)  (+33) 

Land  and  water  conserve-               300              329              450  429    Over  (484,000,000  is  available  in 

tlonfund.                                                                   (+150)  (+100)     the  fund  for  fiscal  year  1977. 

Increased  park  personnel..             273              273               277  277    increase  is  asked  to  fund  addi- 

(+4)  (+4)     tional  park  personnel. 

Metallurgy  research,  ocean              385              390              400  405    Full  committee  decision  made  in 

mining,    and    minerals                                                (+15)  (+15)      budget  markup,  Mar.  9,  1976. 
evaluationa  Increases. 

450  Increase   existing   Indian              685              690              708  709    See  subcommittee  report 

programs.                                                                    (+23)  (+19) 

Permanent  Spending  Authority  Within  Jurisdiction  of 
Committee  on  Interior  and  Insular  Affairs 

On  or  before  April  15  of  each  year,  the  Committee  on  the  Budget  of 
each  House  shall  report  to  its  House  the  first  concurrent  resolution  on 
the  budget  for  the  fiscal  year  beginning  on  October  1  of  such  year.  The 
report  accompanying  such  concurrent  resolution  shall  include,  with 
respect  to  each  major  functional  category,  an  estimate  of  budget  out- 
lays and  an  appropriate  level  of  new  budget  authority  for  all  proposed 
programs  ana  for  all  existing  programs  (including  renewals  thereof), 
with  the  estimate  and  level  for  existing  programs  being  divided  be- 
tween permanent  spending  authority  and  funds  provided  in  appro- 
priation Acts.  In  order  to  facilitate  the  Committee  on  the  Budget's 
task  of  dividing  permanent  spending  authority  from  funds  provided 
in  Appropriation  Acts,  table  1  displays  by  function  all  permanent 
spending  authority  for  the  transition  quarter  and  fiscal  year  1977 
within  the  jurisdiction  of  the  Committee  on  Interior  and  Insular 
Affairs. 
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-PERMANENTSPENDING  AUTHORITY  BY  FUNCTION  WITHIN  JURISDICTION  OF  COMMITTEE  ON  INTERIOR 
AND  INSULAR  AFFAIRS 
[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate     1977  estimate 


4,000 

24,600 

1,287 

6,702 

150 
377 

628 
1,500 

55 
750 

320 
1,600 

120 

600 

120 

600 

6, 986 

119, 337 

6,774 

35,975 

300—  Natural  resources,  environment,  and  energy : 

301  Water  resources  and  power: 

Bureau  of  Reclamation  trust  funds 4,380  29,000 

Water  Resources  Council  River  Basin 
Commissions 1,099  6,692 

302  Conservation  and  land  management: 

Bureau  of  Land  Management: 

Trustfunds 200  700 

Permanent  appropriations 377  1,500 

303  Recreational  resources: 

Bureau  of  Outdoor  Recreation  Land  and 

Water  Conservation  fund 30,000 

National  Park  Service: 

Miscellaneous  permanent  appropria- 
tions   55  320 

Trustfunds 750  3,000 

304  Pollution  control  and  abatement:  Office  of 

the  Secretary— Litter  prevention   and 

clean-up 5  25 

306  Other  natural  resources: 
Bureau  of  Mines: 

Helium  fund 47,500 

Contributed  funds 

Total  category  300 

450— Community  and  regional  development: 
452  Area  and  regional  development: 
Bureau  of  Indian  Affairs: 

Miscellaneous  trust  funds 76,155  228,702 

Miscellaneous  appropriations 4,000  14,866 

Joint  Federal-State  Land  Use  Planning 
Commission  for  Alaska  Cooperative 
Funds 

Total  function  450 

800— General  government: 

806  Other  general  government:  Office  of 
Territorial  Affairs— Office  of  Comptroller 
for  Guam 

850— Revenue   sharing   and   general    purpose   fiscal 
assistance: 
852  Other  general  purpose  fiscal  assistance: 
Bureau  of  Land  Management:  Permanent 

appropriations 145,023  126,800 

Bureau  of  Reclamation:  Other  miscel- 
laneous appropriations 1,200  3,000 

Office  of  Territorial  Affairs:  Internal 
Revenue  collections  for  the  Virgin 
Islands 4,875  19,000 

Total  function  850 151,098  148,800 


68,  248 
4,000 


145, 023 
1,200 

4,885 


222, 357 
15,000 


104 

60 

104 

60 

80,259 

243, 628 

72,  352 

237,417 

185 

256 

200 

655 

126,800 
3,000 

19,505 


151, 108 


149,305 


Table  2  lists  by  bureau  and  agency  the  total  permanent  spending 
authority  within  the  jurisdiction  of  the  Committee  on  Interior  and 
Insular  Affairs  for  the  transition  quarter  and  fiscal  year  1977.  Com- 
pleting the  permanent  spending  authority  section  on  the  Committee 
report  are  the  narrative  descriptions  for  each  of  the  permanent  ac- 
counts listed  in  Table  2. 
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TABLE  2.-PERMANENT  SPENDING  AUTHORITY  WITHIN  JURISDICTION  OF  THE  COMMITTEE  ON  INTERIOR  AND 
INSULAR  AFFAIRS 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Transition 
quarter 
estimate 

1977  estimate 

Transition 
quarter 
estimate      1977  estimate 

Bureau  of  Land  Management: 

Permanent  appropriations 

145, 400 
200 

1,200 

128, 300 
700 

3,000 

145, 400 
150 

1,200 

128,  300 
628 

3,000 

Trust  funds 

Bureau  of  Reclamation: 

Other  miscellaneous  appropriations 

Colorado  River  Basin  project1 

Trust  funds 

4,380 

29, 000 

4,000 

24,  600 

Office  of  Water  Research  and  Technology:  Cooperation 
with  foreign  agencies 

Bureau  of  Outdoor  Recreation:  Land  and  water  conserva- 
tion fund1 

30,000  .. 

320 
3,000 

National  Park  Service: 

55 
750 

55 
750 

320 

Trust  funds 

1,600 

Geological  Survey:  Payment  from  proceeds,  sale  of  water... 

Bureau  of  Mines: 

120 

600 
47,500  .. 

120 

600 

Helium  fund  > 

Bonneville  Power  Administration:  Trust  funds 

Southeastern  Power  Administration:  Continuing  fund 

Southwestern  Power  Administration:  Continuing  fund 

Bureau  of  Indian  Affairs: 

4,000 
76, 155 

185 

4,875 

5 

104 

1,099 

14,866 
228, 702 

256 

19,000 
25 

60 

6,692 

4,000 
68,  248 

200 

4,885 

5 

104 

1,287 

15  000 

222,  357 
655 

Office  of  Territorial  Affairs: 

Internal  revenue  collections  for  the  Virgin  Islands... 

Office  of  the  Secretary:  Litter  prevention  and  cleanup 

Joint  Federal-State  Land  Use  Planning  Commission  for 

19,505 
25 

60 

Water  Resources  Council:  River  Basin  Commissions- 

6,702 

Total 

238, 528 

512,021 

230, 404 

423, 352 

1  Permanent  contract  authority. 

2  Unexpended  balances  have  been  transferred  to  New  Bonneville  Power  Administration  fund. 


BUREAU  OF  LAND  MANAGEMENT— PERMANENT  APPROPRIATIONS 
[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Total. 


Budget  authority  and  outlays  are  distributed  as  follows: 

Leasing  of  grazing  lands  (receipt  limitations) 

Payments  to  Oklahoma  (royalties)  (receipt  limita- 
tion)  

Payments  to  Coos  and  Douglas  Counties,  Oregon, 
fro 


from  receipts,  Coos  Bay  Wagon  Road  grant  lands. 
Payments  to  counties,  Oregon  and  California  grant 

lands 

Payments   to   States  (proceeds  of  sales)  (receipt 

limitation) 

Payments  to  States  from  grazing  receipts,  etc., 

public  lands  outside  grazing  districts 

Payments  to  States  from  grazing  receipts,  etc., 

public  lands  within  grazing  districts 

Payments  to  States  from  grazing  receipts,  etc., 

public  lands  within  districts,  miscellaneous 

Payments  to  States  from  receipts  under  Mineral 

Leasing  Act 

Payments  to  counties,  national  grasslands 

Expenses,  Public  Land  Administration  Act 


145,  400 


56, 000 

1,300 

1,026 

853 

4 

85, 830 

375" 


1,700 

17,  500 
300 
150 
25 


106,  735 

390 

1,500 


56, 000 

1,300 

1,026 

853 

4 


128, 300 


1,700 

17, 500 

300 

150 

25 


106,  735 

390 

1,500 


1.  Leasing  of  Grazing  Lands  (Receipt  Limitation). — State,  county, 
and  privately  owned  grazing  lands  that  are  intermingled  with  public 
grazing  lands  are  managed  on  a  leased  basis  within  the  limits  of 
receipts  from  such  arrangements  (43  U.S.C.  315m).  The  estimate 
for  fiscal  year  1977  is  less  than  $500,  a  decrease  of  $1,000  from  fiscal 
year  1976. 
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2.  Payments  to  Oklahoma  {royalties). — The  State  of  Oklahoma  is 
paid  37!/2  percent  of  the  Ked  River  oil  and  gas  royalties  in  lieu  of 
State  and  local  taxes  on  Kiowa,  Comanche,  and  Apache  tribal  lands 
to  be  used  for  construction  and  maintenance  of  public  roads  and 
support  of  public  schools  (44  Stat,  740).  The  estimate  for  fiscal  year 
1977  is  less  than  $500,  a  decrease  of  $8,000  from  fiscal  year  1976. 

3.  Payments  to  Coos  and  Douglas  Counties,  Oregon,  from  receipts, 
Coos  Bay  Wagon  Road  Grant  Lands — $1,700,000. — Out  of  receipts 
from  the  Coos  Bay  Wagon  Road  Grant  Lands  in  Oregon  payments 
in  lieu  of  taxes  are  made  to  Coos  and  Douglas  Counties  lor  schools, 
roads,  highways,  bridges,  and  port  districts  (53  Stat.  753-754).  The 
estimate  is  an  increase  of  $450,000  over  fiscal  year  1976. 

4.  Payments  to  counties,  Oregon  and  California  grant  lands — 
$17,500,000. — Fifty  percent  of  the  receipts  of  Oregon  and  California 
land-grant  funds  are  paid  the  counties  in  which  the  lands  are  situated, 
to  be  used  as  other  county  funds  (43  U.S.C.  1811).  The  estimate  is  a 
decrease  of  $31,848,000  from  fiscal  year  1976. 

5.  Payments  to  States  (proceeds  of  sales) — $300,000. — The  States 
are  paid  5  percent  of  the  net  proceeds  from  sale  of  public  land  and 
public  land  products  (31  U.S.C.  711).  The  estimate  is  a  decrease  of 
$745,000  from  fiscal  year  1976. 

6.  Payments  to  States  from  grazing  receipts,  etc.,  public  lands  out- 
side grazing  districts — $150,000. — The  States  are  paid  50  percent  of 
the  grazing  fee  receipts  from  public  domain  lands  outside  grazing 
fee  receipts  from  public  domain  lands  outside  grazing  districts  (43 
U.S.C.  315i,  315m).  The  estimate  is  a  decrease  of  $624,000  from  fiscal 
year  1976. 

7.  Payments  to  States  from  grazing  receipts,  etc.,  public  lands 
within  grazing  districts — $25,000. — The  States  are  paid  12y2  percent 
of  grazing  fee  receipts  from  grazing  district  lands  within  their 
boundaries  (43  U.S.C.  315b,  315i).  The  estimate  is  a  decrease  of 
$570,000  from  fiscal  year  1976. 

8.  Payments  to  States  from  grazing  receipts,  etc.,  public  lands 
within  grazing  districts,  miscellaneous. — The  States  are  paid  specifi- 
cally determined  amounts  from  grazing  fee  receipts  from  miscellaneous 
lands  within  grazing  districts  when  payment  is  not  feasible  on  a  per- 
centage basis  (43  U.S.C.  315).  The  estimate  for  fiscal  year  1977  is 
less  than  $500,  a  decrease  of  $4,000  from  fiscal  year  1976. 

9.  Payments  to  States  from  receipts  under  Mineral  Leasing  Act — 
$106,735,000.— Alaska  is  paid  90  percent  and  other  States  37y2  per- 
cent of  the  receipts  from  bonuses,  royalties,  and  rentals  resulting  from 
development  of  mineral  resources  under  the  Mineral  Leasing  Act  (30 
U.S.C.  191),  and  from  leases  of  potash  deposits  (30  U.S.C.  285),  on 
public  lands.  The  estimate  is  a  decrease  of  $19,379,000  from  fiscal  year 
1976. 

10.  Payments  to  counties,  national  grassland — $390,000. — Of  the 
revenues  received  from  the  use  of  submarginal  lands,  25  percent  is 
paid  to  the  counties  in  which  such  land  is  situated,  for  school  and  road 
purposes  (7  U.S.C.  1012).  The  estimate  is  an  increase  of  $129,000 
over  fiscal  year  1976. 

11.  Expenses,  Public  Land  Administration  Act — $1J500,000 — 
Public  Law  86-649  approved  July  14, 1960,  permanently  appropriated 
certain  monies  to  the  Secretary  of  the  Interior.  Timber  purchases  or 
permittees  provide  bond  or  deposit  to  assure  fulfillment  of  contracts. 
Users  of  roads  under  jurisdiction  of  the  Bureau  of  Land  Management 
may  make  deposits  for  maintenance  purposes.  Monies  received  in 
forfeiture  of  such  bonds  or  for  road  maintenance  are  available  for 
necessary  forest  improvement,  protection,  and  rehabilitation  and  for 
road  maintenance.  Monies  collected  on  Oregon  and  California  grant 
lands  are  available  for  those  lands  only  and  amounts  in  excess  of  the 
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cost  of  doing  the  work  are  transferred  to  miscellaneous  receipts  (74 
Stat.  507-508).  The  estimate  is  the  same  as  for  fiscal  year  1976. 

Note. — Payments  to  States  In  fiscal  year  1977  for  most  of  these  accounts  will  be  based 
on  receipts  collected  in  the  Transition  Period  only.  This  fact,  rather  than  a  general  decline 
In  revenues  accounts  for  the  reductions  from  fiscal  year  1976  to  fiscal  year  1977  in  most  of 
these  accounts. 

BUREAU  OF  LAND  MANAGEMENT— TRUST  FUNDS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 

Transition  Transition 

quarter  1977  quarter  1977 

estimate  estimate  estimate  estimate 

Total 200  700  150  628 

Distribution  of  budget  authority  and  outlays  by  account: 

Contributed  funds 150  540                  100  468 

Expenses,  public  survey  work 5C  159                    50  159 

Trustee  funds,  Alaska  townsites 1  l 


1.  Contributed  funds. — Users  of  the  Federal  range  contribute  funds 
toward  administration  and  protection  of  grazing  lands.  Contributions 
are  also  received  for  making  surveys,  for  maintenance  of  access  roads^ 
for  protection  of  public  lands  and  other  activities  of  the  Bureau  (43 
U.S.C.  315th,  315^  775;  74  Stat.  506). 

2.  Expenses,  public  survey  work. — Advances  are  made  by  individuals 
to  pay  the  cost  incident  to  surveys  of  lands  requested  by  them  (31 
U.S.C.  711 ;  43  U.S.C.  759, 761,  and  887 ;  48  Stat.  1224-1236) . 

3.  Trustee  funds,  Alaska  townsites. — Amounts  received  from  sale  of 
Alaska  town  lots  are  available  for  expenses  incident  to  the  maintenance 
and  sale  of  townsites  (31  U.S.C.  725s;  Comp.  Gen.  Dec.  of  Nov.  18, 
1935). 

BUREAU  OF  RECLAMATION— OTHER  MISCELLANEOUS  APPROPRIATIONS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 

Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 

Total 1,200  3,000  1,200  3,000 

Distribution  of  budget  authority  and  outlays  by  account: 

Colorado  River  Dam  fund,  Boulder  Canyon  project: 

Payment  of  interest  on   advances  from  the 

Treasury  (indefinite  special  fund) 525  1,900  525  1,900 

Payments  to  States  of  Arizona  and  Nevada 

(definite  special  fund) 600  600  600  600 

Operation,  maintenance,  and  replacement  of  project 
works.  North  Platte  project  (Gering  and  Fort  Lara- 
mie, Goshen  and  Pathfinder  irrigation  districts) 

(indefinite  special  fund) 2  30  10  50 

Payments  to  farmers'  irrigation  district  (North 
Platte   project,    Nebraska-Wyoming)  (indefinite 

special  fund) 2  8  2  8 

Payments  to  local  units,  Klamath  reclamation  area 

(indefinite  special  fund).. 125 125 

Refunds  and  returns  (indefinite  special  fund). 71  337  63  317 

1.  Colorado  River  Dam  fund,  Boulder  Canyon  project — (a)  Pay- 
ment of  interest  on  advances  from  the  Treasury. — Interest  paid  to  the 
Treasury  on  moneys  advanced  for  construction  (43  U.S.C.  618a (b)). 

(b)  Payments  to  States  of  Arizona  and  and  Nevada. — Annual  pay- 
ments of  $300  thousand  each  are  made  to  Arizona  and  Nevada,  from 
operation  of  the  Boulder  Canyon  project  (43  U.S.C.  618a (c)). 

2.  Operation,  maintenance,  and  replacement  of  project  works,  North 
Platte  project. — Payments  are  made  for  replacement  of  project  works 
operated  and  maintained  by  the  United  States  and  to  supplement  funds 
advanced  by  the  water  users  to  meet  annual  costs  of  operation  and 
maintenance  of  such  works  (66  Stat.  755) . 

3.  Payments  to  the  Farmers'*  irrigation  district  (North  Platte 
project,  Nebraska-Wyoming). — Payments  are  made  to  the  Farmers' 
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irrigation  district  on  behalf  of  the  Xorthport  irrigation  district  for 
water  carriage  (62  Stat.  273,  as  amended). 

4.  Payments  to  local  units,  Klamath  reclamation  area. — Certain 
revenues  collected  from  the  leasing  of  Klamath  project  reserved  Fed- 
eral lands  within  the  boundaries  of  certain  national  wildlife  refuges 
shall  be  used :  (a)  to  credit  or  pay  to  the  Tule  Lake  Irrigation  District 
amounts  already  committed;  and  (b)  to  make  annual  payments  to  the 
counties  in  which  such  refuges  are  located  ( 78  Stat.  850) . 

5.  Refunds  and  returns. — Overcollections  are  refunded  and  unap- 
plied deposits  are  returned  (64  Stat.  689) . 

COLORADO  RIVER  BASIN  PROJECT 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Permanent:  Contract  authority  (82  Stat.  890). 


RECLAMATION  TRUST  FUNDS 
[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


24,600 


"When  requested  the  Bureau  of  Reclamation  performs  investigations 
or  construction  work  with  funding  provided  bv  non-Fed  pral  entities 
under  the  Contributed  Funds  Act  (43U.S.C.  395, 396) 

OFFICE  OF  WATER  RESEARCH  AND  TECHNOLOGY— COOPERATION  WITH  FOREIGN  AGENCIES 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


BUREAU  OF  OUTDOOR  RECREATION— LAND  AND  WATER  CONSERVATION  FUND 
[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Permanent:     Contract    authority     (substantive     law) 
(16  U.S.C.  460MOa) 


30,000 


NATIONAL  PARK  SERVICE-MISCELLANEOUS  PERMANENT  APPROPRIATIONS 
[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Total. 


Distribution  of  budget  authority  and  outlays  by  account: 
Educational    expenses,    children    of    employees, 

Yellowstone  National  Park 

Payment  for  tax  losses  on  land  acquired  for  Grand 

Teton  National  Park 

Operation,      management,      maintenance,      and 

demolition    of    federally    acquired    properties, 

Independence  National  Historical  Park 
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1.  Educational  expenses,  children  of  employees,  Yellowstone  Na- 
tional Park.— Public  Law  80-604  (62  Stat,  338)  approved  June  4, 
1968,  authorizes  the  use  of  visitor  fees  collected  at  Yellowstone  Na- 
tional Park,  to  provide  funds  necessary  for  the  education  of  dependent 
children  of  park  employees.  Assistance  is  provided  for  maintaining 
educational  standards  at  levels  consistent  with  the  Park  County  School 
District  of  Montana,  for  incremental  teacher  compensation,  school  sup- 
plies, educational  aids,  payment  to  school  districts  for  supporting 
transportation  and  other  services,  and  for  the  sound  maintenance  of 
the  school  plant  and  facilities. 

2.  Payment  for  tax  losses,  on  land  acquired  for  Grand  Teton  Na- 
tional Park. — Pursuant  to  the  Act  of  September  14,  1950  (64  Stat. 
851 )  the  Secretary  of  the  Interior  is  authorized  to  use  visitor  fees  col- 
lected at  Grand  Teton  and  Yellowstone  National  Parks  to  compensate 
the  State  of  Wyoming  for  tax  losses  on  lands  acquired  for  Grand  Teton 
National  Park.  The  amounts  paid  by  the  Service  vary  from  year  to 
year,  due  in  part  to  the  change  in  the  tax  rate  and  assessed  valuation, 
the  withdrawal  of  additional  lands  from  the  tax  rolls  for  addition  to 
the  park,  and  the  gradual  reduction  (5  percent  per  year  after  a  10-year 
period)  in  the  computed  amount  due.  It  is  estimated  that  $25,000  will 
be  required  to  compensate  the  State  for  1977  calendar  year  tax  losses. 

3.  Operation,  management,  maintenance,  and  demolition  of  fed- 
erally-acquired properties,  Independence  National  Historical  Park. — 
Monies  collected  from  rental  operations  of  the  Irwin  Building  were 
used  for  the  operation,  management  and  maintenance  of  this  building 
and  its  subsequent  demolition,  as  authorized  in  the  Act  approved  Octo- 
ber 26, 1951  (16U.S.C.407s). 

NATIONAL  PARK  SERVICE— TRUST  FUNDS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 

Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 

Total 750  3,000  750  1,600 

Distribution  of  budget  authority  and  outlays  by  account: 

National  Park  Service,  donations 749  2,997  749  1,497 

Advances  from  District  of  Columbia,  National  Park 

Service 100 

Preservation,  Birthplace  of  Abraham  Lincoln 13  13 

Jefferson  National  Expansion  Memorial,  contributions 


1.  National  Park  Service,  donations. — The  Secretary  of  the  Interior 
accepts  and  uses  donated  monevs  for  purposes  of  the  National  Park 
System  (16U.S.C.6). 

2.  Advances  from  District  of  Columbia,  National  Park  Service. — 
The  Service  has  received  advances  from  the  District  of  Columbia  for 
improvements  for  Fort  Stanton  Park. 

3.  Preservations  Birthplace  of  Abraham  Lincoln,  National  Park 
Service. — This  fund  consists  of  an  endowment  given  by  the  Lincoln 
Farm  Association,  and  the  interest  thereon  is  available  for  preserva- 
tion of  the  Abraham  Lincoln  Birthplace  National  Historic  Site, 
Kentucky. 

4.  Jefferson  National  Expansion  Memorial,  contributions. — Pursu- 
ant to  the  act  of  May  17, 1954  (68  Stat.  98-100) ,  as  amended,  the  Secre- 
tary of  the  Interior  was  authorized  to  construct  upon  the  Jefferson 
National  Expansion  Memorial  National  Historic  Site,  St.  Louis,  Mo., 
an  appropriate  national  memorial  to  those  persons  who  made  possible 
the  territorial  expansion  of  the  United  States.  Contributions  are  ac- 
cepted from  the  city  of  St.  Louis  or  other  non-Federal  sources  in  the 
ratio  of  $1  to  each  $3  of  Federal  appropriations. 
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GEOLOGICAL  SURVEY— PAYMENT  FROM  PROCEEDS,  SALE  OF  WATER 


Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Payments  from  proceeds,  sale  of  water,  mineral  leasing  act  of  1920, 
sec.  Jflid). — When  lessees  or  operators  drilling  for  oil  and  gas  on 
public  lands  strike  water,  water  wells  may  be  developed  by  the  Depart- 
ment from  proceeds  from  the  sale  of  water  from  existing  wells  (30 
U.S.C.  221-229).  No  obligations  are  anticipated  in  1977. 

BUREAU  OF  MINES— CONTRIBUTED  FUNDS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


120  600 


Funds  contributed  by  States,  counties,  municipalities,  and  private 
sources  are  used  to  conduct  research  and  investigations  to  promote 
the  conservation,  evaluation,  and  development  of  mineral  resources 
and  the  health  and  safety  of  miners. 

HELIUM  FUND 
[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Transition 
quarter 
estimate    1977  estimate 

Transition 
quarter 
estimate      1977  estimate 

Contract   authority   (permanent)  (50   U.S.C. 
Stat.  918) 

167,    74 

47.500 

The  authorized  purposes  of  the  Helium  Act  Amendments  of  1960 
(50  U.S.C.  167)  are  to  locate  and  develop  helium  reserves  and  to  pro- 
duce, sell,  and  distribute  supplies  of  helium,  and  to  conserve  a  sustained 
supply  of  helium  that  will  be  sufficient  to  provide  for  essential  Govern- 
ment activities. 


BONNEVILLE  POWER  ADMINISTRATION— TRUST  FUND 


Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Total. 


Pursuant  to  the  Federal  Columbia  River  Transmission  System  Act 
of  1974,  the  unexpended  balances  available  under  this  account  have 
been  transferred  to  the  new  Bonneville  Power  Administration  fund, 
and  the  activities  formerly  financed  by  appropriations  will  be  financed 
through  the  revolving  fund. 


11 


246 


SOUTHEASTERN  POWER  ADMINISTRATION— CONTINUING  FUND 


Budget  authority 


Outlays 


Transition 
quarter 
estimate 


Transition 
quarter 
estimate      1977  estimate 


A  continuing  fund  of  $50  thousand,  maintained  from  receipts  for 
the  transmission  and  sale  of  electric  power  in  the  Southeastern  area, 
is  available  to  defray  emergency  expenses  necessary  to  insure  conti- 
nuity of  service  ( 16  U.S.C.  825s-2) . 

SOUTHWESTERN  POWER  ADMINISTRATION-CONTINUING  FUND 


Budget  authority 


Outlays 


Transition 
quarter 
estimate    1977  estimate 


Transition 
quarter 
estimate      1977  estimate 


This  fund,  replenished  from  power  receipts,  is  available  perma- 
nently for  emergency  expenses  that  would  be  necessary  to  insure  con- 
tinuity of  service  (16  U.S.C.  825s-l) ;  63  Stat.  767;  65  Stat.  249). 

BUREAU  OF  INDIAN  AFFAIRS-MISCELLANEOUS  APPROPRIATIONS 
[in  thousands  of  dollars] 


Budget  authority 


Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Total 4,000              14,866                4,000  15,000 

Distribution  of  budget  authority  and  outlays  by  account: 

1.  Alaska  Native  Fund 1,000               2,000               1,000  2,000 

2.  Claims  and  treaty  obligations 200                  200                  200  200 

3.  Acquisition  of  lands  and  loans  to  Indians  in  Okla- 

homa, act  of  June  1936 100 

4.  Operation   and   maintenance,   Indian  irrigation 

systems 1,540                6,850                1,600  6,700 

5.  Power  systems,  Indian  irrigation  projects 1,260               5,816               1,200  6,000 

6.  Arts  and  crafts 


Mineral  Income  Revenues,  Alaska — $2,000,000 

Revenue  is  comprised  of  royalties,  rentals  and  bonuses  collected  by 
the  State  of  Alaska  and  the  United  States  for  minerals  that  are  subject 
to  disposition  under  the  Mineral  Leasing  Act  of  1920  as  amended,  and 
supplemented  in  accordance  with  the  provision  of  Section  9  of  the 
Alaska  Native  Claims  Settlement  Act. 

Claims  and  treaty  obligations — $200,000 

A.  Fulfilling  treaties  with  the  Senecas  of  New  York — $6,000—  This 
money  is  to  be  paid  in  equal  shares  to  members  of  the  Seneca  Nation  as 
provided  by  the  Act  of  February  19, 1831  (4  Stat.  442) . 

B.  Fulfilling  treaties  with  Six  Nations  of  New  York— S^OO.— The 
Six  Nations  comprise  the  Senecas,  Tonawanda  Band  of  Senecas,  Tus- 
carora,  Onondago,  Oneida  and  Cayuga  Tribes.  This  money  is  allocated 
as  follows :  $2,700  to  the  New  York  Indians  for  the  purchase  of  dress 
goods  and  $1,800  is  distributed  per  capita  to  the  Oneida  Indians  under 
the  jurisdiction  of  the  Great  Lakes  Agency,  Wisconsin,  as  provided  by 
the  Act  of  November  11, 1794. 

C.  Fulfilling  treaties  with  the  Pawnees,  Oklahoma— $30,000.— -This 
money  is  distributed  per  capita  to  the  Pawnees  as  provided  by  Article  2 
as  amended  of  the  treaty  of  September  24, 1857. 
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D.  Payments  to  Indians  of  Sioux  Reservation — $159^500. — This  is 
an  annual  charge  against  the  general  fund  of  the  Treasury,  the  amount 
being  indefinite  until  applications  are  made  and  approved.  The  legal 
authority  for  these  payments  is  found  in  the  Act  of  March  2, 1889,  sec- 
tion 17  (25  Stat.  894)  ;  Act  of  June  10,  1896  (29  Stat.  334)  ;  and  the 
Act  of  June  21, 1906  (34  Stat.  326). 

Operation  and  maintenance,  Indian  irrigation  systems — $6,350,000 

Funds  are  obtained  from  the  collection  of  assessments  against  water- 
users  on  the  various  projects  and  are  deposited  in  the  Treasury  to  the 
credit  of  the  respective  projects.  Funds  are  used  for  such  purposes  as 
annual  cleaning  of  canals  and  laterals  to  remove  silt,  moss  and  weed 
growth;  repair  and  replacement  of  water  control  structures;  operation 
and  maintenance  of  reservoirs,  dams  and  pumping  plants,  including 
the  purchase  of  electrical  energy ;  payment  to  other  government  agen- 
cies and  irrigation  districts  for  operation  and  maintenance  of  irriga- 
tion systems  on  Indian  lands  included  and  benefited ;  repair  of  flood 
damage;  etc.  The  various  projects  located  on  Indian  reservations  are 
thus  maintained  in  good  operation,  permitting  the  facilities  con- 
structed by  the  Government  to  be  utilized  by  the  Indian  and  non- 
Indian  landowners  within  the  project  who  depend  upon  proper  opera- 
tion and  maintenance  of  the  projects  for  irrigation  farming  and  sub- 
sistence. The  policy  in  administration  of  Indian  irrigation  projects  is 
to  base  the  assessments  rates  for  the  various  projects  on  actual  costs. 

Power  systems,  Indian  irrigation  projects — $5,816,000 

Funds  are  obtained  from  earned  revenue  deposited  in  the  Treasury 
to  the  credit  of  the  respective  projects.  Funds  are  used  for  the  opera- 
tion and  maintenance  of  two  hydrogenerating  plants ;  a  diesel  power 
generating  plant;  transmission  lines;  distribution  systems  and  pump- 
ing plants  for  the  use  of  the  project  irrigation  systems ;  the  purchase  of 
power  for  resale  and  for  all  necessary  expenses  for  operation  of  power 
systems.  The  project  power  systems  serve  their  primary  purpose  of  fur- 
nishing electrical  energy  to  the  projects  for  irrigation  and  drainage 
pumping  and  also  furnish  energy  to  mining  and  milling  properties, 
public  utilities  and  domestic  consumers  on  the  project  proper,  in  nearby 
towns  and  villages,  and  in  outlying  farming  areas.  The  energy  supplied 
by  these  projects  (San  Carlos,  Colorado  River  and  Flathead  Indian 
Reservations)  in  many  instances  is  the  only  source  of  electrical  energy 
available  to  the  customers.  The  approximately  115  million  kilowatt- 
hours  which  are  transmitted  over  all  project  transmission  and  distribu- 
tary systems  annually  serve  approximately  9,600  domestic  and  com- 
mercial customers. 

BUREAU  OF  INDIAN  AFFAIRS— MISCELLANEOUS  TRUST  FUNDS 
[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Transition 
quarter 
estimate    1977  estimate 

Transition 
quarter 
estimate      1977  estimate 

Total.. 

76,155            228,702 

68,  248              222,  357 

OFFICE  OF  TERRITORIAL  AFFAIRS— OFFICE  OF  THE  COMPTROLLER  FOR  GUAM 
[In  thousands  of  dollars] 

Budget  authority 

Outlays 

Transition 
quarter 
estimate    1977  estimate 

Transition 
quarter 
estimate      1977  estimate 

Total... 

185                   256 

200                    655 
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Revenues  locally  collected  in  Guam  derived  from  Federal  income 
taxes,  custom  duties,  and  other  services  are  used  to  finance  the  cost  of 
the  Government  Comptroller  in  accordance  with  the  "Guam  Elective 
Governor  Act"  (Public  Law  90-497).  Operations  of  the  Comptroller 
are  included  in  the  Administration  of  Territories  as  a  reimbursement. 

INTERNAL  REVENUE  COLLECTIONS  FOR  THE  VIRGIN  ISLANDS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate 


19,  000  4, 885  19,  505 


Revenue  collected  by  the  Government  of  the  Virgin  Islands  is 
matched,  to  the  extent  of  the  collections  less  refunds  and  costs  of  col- 
lection, by  payment  out  of  quarterly  revenue  taxes  collected  by  the 
United  States  on  Virgin  Islands  products  transported  to  the  United 
States  under  provisions  of  the  "Internal  Revenue  Code"  (26  U.S.C. 
7652(b)  (3))  amended,  less  the  amount  needed  to  cover  salaries  and 
expenses  of  the  Comptroller  of  the  Virgin  Islands  in  accordance  with 
Public  Law  90-496,  82  Stat.  837.  Operations  of  the  Comptroller  are 
included  in  the  Administration  of  Territories  as  a  reimbursement. 
Newly  enacted  authority  (Public  Law  94-202)  provides  for  quarterly 
instead  of  the  previously  annual  payments  to  the  Virgin  Islands. 

OFFICE  OF  THE  SECRETARY-LITTER  PREVENTION  AND  CLEANUP 
[In  thousands  of  dollars] 

Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate     1977  estimate 


Total. 


Public  Law  91-419  permanently  appropriates  to  the  Secretary  of 
the  Interior  royak  fees  from  the  manufacture,  reproduction,  or  use 
of  the  character  "johnny  Horizon"  for  public  service  antilitter  pro- 
grams to  maintain  the  beauty  and  utility  of  the  Nation's  public  lands 
(18  U.S.C.  714). 

JOINT  FEDERAL-STATE  LAND  USE  PLANNING  COMMISSION  FOR  ALASKA— COOPERATIVE  FUNDS 
[In  thousands  of  dollars] 

Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate     1977  estimate 


104 


Section  17(a)  (9)  (A)  of  the  Alaska  Native  Claims  Settlement  Act 
limits  the  Federal  share  of  the  expenses  of  the  Joint  Federal -State 
Land  Use  Planning  Commission  for  Alaska  to  50  percent.  The  State 
of  Alaska  provides  for  the  remaining  50  percent  of  Commission  ex- 
penses. In  years  prior,  a  portion  of  the  State's  support  has  been  pro- 
vided in-kind  through  assignment  of  State  employees  and  lease  of 
office  space.  All  State  support  in  1977  will  be  in  cash. 
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WATER  RESOURCES  COUNCIL— RIVER  BASIN  COMMISSIONS 
[In  thousands  of  dollars] 


Budget  authority  Outlays 


Transition  Transition 

quarter  quarter 

estimate    1977  estimate  estimate      1977  estimate 


Total - 

Distribution  of  budget  authority  and  outlays  by  account: 

Pacific  Northwest  River  Basins  Commission 

Great  Lakes  Basin  Commission 

New  England  River  Basins  Commission.. 

Ohio  River  Basin  Commission 

Missouri  River  Basin  Commission 

Upper  Mississippi  River  Basin  Commission 


113 

349 

140 

487 

116 

1,254 

192 

1,089 

113 

1,173 

195 

1,204 

400 

1,626 

404 

1,634 

259 

1.154 

259 

1,154 

98 

1,136 

97 

1,135 

These  trust  funds  provide  for  the  operation  of  the  river  basin  plan- 
ning commissions  authorized  by  title  II  of  the  Water  Resources 
Planning  Act  of  1965.  The  commissions  are  jointly  financed  by  con- 
tributions from  the  Federal  Government  and  member  States. 

Estimating  Outer  Continental  Shelf  Receipts 

The  Committee  recognizes  the  special  problem  created  by  the  use  of 
Outer  Continental  Shelf  (OCS)  receipts  as  a  variable  in  reducing  the 
estimated  budget  deficit.  For  example,  the  President's  Budget  for  FY 
1977  estimates  that  the  projected  deficit  for  FY  1977  will  be  $43  bil- 
lion, but  this  estimate  is  based  on  estimated  86  billion  in  OCS  rents  and 
royalty  receipts  that  reduce  the  overall  deficit  by  that  same  amount. 
Since  the  President's  Budget  over  the  last  fifteen  years  shows  that  OCS 
receipts  were  overestimated  in  eleven  of  those  years  (see  Tablel).  this 
Committee  would  alert  the  Committee  on  the  Budget  that  there  is 
little  likelihood  of  receiving  the  full  86  billion  in  receipts.  Conse- 
quents, it  is  likelv  that  the  President's  deficit  is  underestimated  in 
his  FY  1977  Budget, 

_  With  respect  to  alternative  estimates  of  OCS  receipts,  the  Comm.  .ee 
is  aware  that  the  Congressional  Budget  Office  in  its  five-year  projec- 
tions has  estimated  that  OCS  receipts  will  be  in  the  range  of  $2.8  to 
84.2  billion  in  FY  1977,  or  approximately  $2  to  83  billion  less  than  the 
President's  estimate. 

This  Committee  believes  that  a  more  reliable  method  of  treating 
the  OCS  receipts  would  be  to  "actualize"'  receipts  in  the  President's 
Budget.  This  could  be  accomplished  by  deferring  the  inclusion  of 
OC§  receipts  in  the  President's  Budget  for  one  year,  and  then  moving 
the  actual  receipts  into  the  budget  the  next  year. 

At  the  least,  one  estimate  should  be  agreed  to  and  used  bv  the  two 
Budget  Committees  of  the  Congress  prior  to  going  to  conference  in 
order  to  spare  conference  members  a  numbers  ''guessing  game"  that 
wastes  valuable  confprence  time. 

For  your  information.  Table  2  lists  actual  Outer  Continental  Shelf 
receipts  received  since  the  inception  of  the  off-shore  leasing  program. 
Also  shown  are  actual  escrow  amounts  by  year.  As  a  cautionary  note 
if  one  compares  Table  2  with  Table  1.  some  anomalies  between  them 
become  apparent.  Since  FY  1961  the  President's  Budgets  have  re- 
flected statistics  that  are  rounded  to  the  nearest  million  in  the  actual 
columns." 

15 


250 


-OUTER  CONTINENTAL  SHELF  RECEIPTS,  ESTIMATES  AND  ACTUALS 
FISCAL  YEARS  1961-75 

(In  millions] 


PRESIDENT'S  BUDGET  FOR 


Total  bonuses. 

Bonuses  and 

rents  and 

rents        Royalties 

royalties 

1961  Estimate 

$3 
70 

2 
113 
133 

6 
210 
370 
359 
350 
174 

6 
262 
95 
42 
270 
152 
162 
335 
350 
596 
365 

$117 

6 
6 
7 
7 
6 
10 
10 
7 
12 
9 
11 
10 
13 
11 
16 
13 
86 
65 
50 
41 
65 

$120 

76 

8 

120 

140 

12 
220 
380 
366 
362 
183 

17 
272 
108 

53 
286 
165 
248 
400 
400 
637 
430 

Estimate 

Actual 

1962  Estimate 

Estimate 

Actual 

1963  Estimate 

1964  Estimate 

Actual 

1965  Estimate 

Estimate 

Actual 

1966  Estimate 

Actual 

1967  Estimate 

1968  Estimate 

Estimate. 

435 

65 

500 

903 
420 
810 

58 
80 

80 

961 

1969  Estimate 

500 

Estimate 

890 

Actual 

350 
850 
206 

78 
100 
86 

428 

1970  Estimate 

Estimate 

292 

73 
400 
933 

114 
570 
140 

187 

1971  Estimate 

970 

Estimate 

1,073 

Actual 

891 

160 

1,051 

1972  Estimate 

190 
190 

Estimate 

523 

713 

Actual... 

28 
1,880 

251 

i  ?nn 

279 

1973  Estimate 

2,080 

Estimate 

3, 145 

1,030 

4,175 

Actual 

2, 929 

1  02/ 

3,956 

1974  Estimate 

1,  800 

300 

2,100 

Estimate 

5, 700 

300 

6,000 

Actual 

6,340 

408 

6,748 

1975  Estimate 

4, 700 
4,500 

300 
500 

5,000 

Estimate 

5,000 

1,936 

492 

2,428 

TABLE  2.- 

Bonuses,  rents 

(141820) 

Royalties  (142020) 

Escrow 

Tota 

1955 

$142, 404, 630. 48 

0 

$12,217,134.37 

$154, 621, 764. 85 

1956 

111,171,041.53 

$52,814.63 

26,518,518.78 

137,742,374.94 

1(57,434,228.69) 

(1,656.94) 

57,  435,  885. 63 

1957 

1,976,361.00 

232,342.31 

10, 969,  890.  58 

13,178,593.89 

1958 

2,630,090.41 

830,  760. 69 

12,208,496.48 

15,  669,  347.  58 

1959 

1,145,720.00 

2,  266,  484. 40 

20,418,121.35 

23,830,325.75 

1960 

226,616,838.22 

2,  839, 980. 97 

172,265,367.50 

401,722,186.69 

1961 

1,716,161.23 

5,  588,  525.  60 

43,  762,  875. 15 

51,067,561.98 

1962 

6,006,921.00 

5,  605,  230. 15 

498,  586,  287.  97 

510,198,439.12 

1963 

359,  370,  525. 43 

7,443,921.55 

(229,  540,  465.  57) 

137,273,981.41 

1964 

5,  870, 970. 00 

10,  620,  439.  52 

135,  904,  544.  80 

152,395,954.32 

1965 

42,  223, 700. 64 

11,246,201.92 

89, 032, 099. 84 

142,502,002.40 

1966 

161,893,155.47 

86,424,061.11 

(39,552,372.76) 
148,129,983.44 

208,  764,  843.  82 

1967 ... 

596,  202, 951. 97 

41, 107,  770.  26 

785,440,705.67 

1968.. 

903,  330, 950. 83 

57,935,108.40 

121,497,143.09 

1,082 

1969 

350,194,610.43 

78, 083,  889. 47 

285,633,591.67 

713,912,091.57 

1970 

73,  280, 497. 60 

113,580,953.89 

146, 947,  619. 87 

333,809,071.36 

1971 

890, 634, 479. 13 

159,914,891.13 

221,707,956.30 

1,272 

1972 

28, 029,  741. 58 

251,323,014.27 

183,327,304.02 

462,680,059.87 

1973 

2,928,891,918.88 

1,  026,  685,  097.  63 

J(l,017,163,160.24) 

2,938 

1974 

6,  340, 292,  958. 91 

408,101,161.00 

66,311,861.88 

6,814,705,981.79 

1975 

1,936,151,172.34 

491,813,968.21 

118,233,628.04 

2,  546, 198,  768.  59 

Total 

'15,052,601,168.39 

'2,761,694,960.17 

1,084,852,312.19 

18,  899, 148,  440.  75 

i  GAO  adjustment  taken  from  general  fund  and  placed  in  escrow. 

'  $1,123,336,137.12  transferred  from  escrow  to  general  fund  accounts  on  July  31, 1972: 141820,  $393,184,441.: 


142020, 


$730,151,695.29. 

'  Includes  transfers  from  general  fund  rents,  bonuses  and  royalties  to  Land  and  Water  Conservation  Fund:  1969, 
$126  873,300  34-  1970,  $107,882,204.45;  1971,  $210,092,090.91;  1972,  $223,677,068.29;  1973,  $223,983,125.92;  1974, 
$243,887,917.71;  1975,  $247,325,028.98. 
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BUDGET  RECOMMENDATIONS  OF  THE  SUBCOMMIT- 
TEES OF  THE  COMMITTEE  ON  INTERIOR  AND 
INSULAR  AFFAIRS 

Recommendations  of  the  Subcommittee  on  National  Parks  and 
Recreation 

background 

The  park  and  recreation  component  of  the  budget  request  which 
reached  the  Congress  has  already  been  the  subject  of  strong  public 
expressions  of  opinion  and  pressure.  The  two  most  significant  subjects 
of  these  expressions  were  the  operating  budget  for  the  National  Park 
Service  and  the  funding  level  of  the  Land  and  TVater  Conservation 
Fund. 

In  the  case  of  the  NPS  budget,  there  has  been  support  for  increasing 
the  dollars  available  for  operations  during  the  critical  period  of  the 
Bicentennial  celebration  and  for  the  continuing  protection  and  en- 
hancement of  the  Park  System  on  a  higher  level  than  that  presently 
afforded.  This  support  is  broadly  based,  coming  not  only  from  conser- 
vation organizations  which  have  been  instrumental  in  creating  an 
awareness  of  the  present  situation,  but  from  the  press  and  the  general 
public  as  well. 

Those  elements  which  have  received  the  greatest  attention  are  the 
lack  of  manpower  to  adequately  interpret  Park  System  resources  to 
the  public,  and  lack  of  dollars  to  maintain  historic  structures,  visitor 
facilities  and  roads  and  trails,  which  may  be  permanently  damaged 
or  lost  through  lack  of  maintenance. 

In  recent  years.  Congress  has  added  new  units  to  the  National  Park 
System,  following  detailed  consideration  of  the  appropriateness  of 
these  additions.  In  each  case,  provision  was  made  to  adequately  staff 
the  new  areas,  so  as  not  to  require  any  reduction  in  the  services  and 
skills  then  available  at  existing  Park  System  units. 

In  practice,  however,  the  Office  of  Management  and  Budget  has 
not  allowed  the  Park  Service  the  necessary  increase  to  fill  these  au- 
thorized positions  on  a  permanent  basis.  As  a  result,  temporary  em- 
ployees have  been  required  to  provide  information  and  services  to 
the  public,  often  without  adequate  supervision  or  training.  Also, 
some  older,  traditional  components  of  the  System  have  been  forced 
to  give  up  needed  manpower  in  order  to  provide  the  necessary  per- 
sonnel for  new  units,  particularly  the  Gateway  and  Golden  Gate 
National  Recreation  Areas  which  make  verv  heavy  manpower  (and 
dollar)   demands  upon  the  National  Park  Service.' 

Contributing  to  the  increasingly  serious  management  problems  of 
the  Park  System  has  been  the  increase  in  visitation  in  the  period 
since  the  end  of  the  gasoline  shortage  of  a  few  summers  ago.  These 
increases  are  literally  onlv  the  beginning,  however,  because  the  Bi- 
centennial celebration  is  expected  to  provide  a  massive  influx  of  park 
visitors  this  vear.  It  should  be  noted  that  the  financial  and  personnel 
costs  of  dealing  with  this  increased  visitation  load  will  not  be  borne 
only  during  the  current  vear.  but  in  the  near  fut  ure,  as  well,  for  it  will 
be  necessary  to  refurbish  and  restore  the  park  units  which  will 
receive  the  bulk  of  Bicentennial  visitor  pressures. 
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In  addition  to  a  growing  National  Park  System  and  increasing 
visitor  use  of  that  system,  a  third  restricting  influence  on  adequate 
park  management  in  recent  years  has  been  inflation  which  has  sapped 
the  vitality  of  other  Federal  and  private  programs.  In  the  case  of 
the  Park  System,  however,  the  effects  of  inflation  have  been  particu- 
larly severe.  In  the  last  budget  cycle,  the  Administration  proposed 
an  increase  of  only  one  per  cent  in  the  Park  Service  budget  at  a  time 
when  inflation  was  running  at  or  above  ten  per  cent. 

A  growing  system  can  be  constrained  only  so  long  before  that 
system  is  destroyed. 

The  growth  of  the  National  Park  System  has  brought  it  perilously 
near  the  point  where  existing  constraints  are  lethal. 

Funding  of  the  Land  and  Water  Conservation  Fund  is  a  case 
which  provides,  in  strictly  dollar  figures,  an  even  more  dramatic 
example  of  the  uncertainties  plaguing  the  Federal  recreation  program. 

The  fund  is  now  authorized  for  appropriation  at  the  level  of  $300 
million  annually.  During  the  past  winter,  when  the  Senate  had 
approved  an  increase  in  the  authorized  level  to  $1  billion  and  this 
Subcommittee  was  acting  upon  similar  legislation,  the  Office  of  Man- 
agement and  Budget  apparently  recommended  no  funding  for  the 
coming  fiscal  year. 

The  utility  and  popularity  of  the  Fund  is  such — it  is  responsible  for 
funding  virtually  all  land  acquired  for  Federal  park  and  recreation 
purposes,  and  provides  matching  funds  for  State  and  local  projects 
for  the  acquisition  and  development  of  outdoor  recreation  facilities — 
that  the  OMB  proposal  drew  heated  reaction  from  all  quarters.  The 
decision  was  finally  made  to  recommend  funding  at  the  authorized 
level  for  the  fund.  Accordinglv.  the  Administration  budget  calls  for 
funding  of  $300,000,000  in  fiscal  year  1977. 

THE    NATIONAL   PARK    SERVICE    BUDGET   AS    SUBMITTED 

The  Subcommittee  is  cognizant  of  the  harsh  reality  that  the  Federal 
Government  cannot  hope  to  fully  fund  all  of  those  programs  which 
the  public,  and  we  as  individual  Members  of  the  Congress,  might  wish 
to  see  made  available  to  the  American  people. 

We  also  believe  that  there  is  a  need  for  a  program  which  makes 
available  to  the  middle  income,  tax-paying  citizenry  some  of  the  bene- 
fits of  the  government. 

The  Federal  support  of  parks  and  recreation  combines,  we  feel,  to 
meet  the  twin  tests  of  overall  importance  and  return  to  the  tax-paying 
public. 

With  this  as  the  frame  of  reference,  the  following  considerations  in 
the  budget  submitted  to  this  Congress  are  offered. 


NATIONAL  PARK  SERVICE  ADMINISTRATION  BUDGET  SUMMARY 
|ln  thousands  of  dollars] 

Fiscal 
1976 

Fiscal 
1977 

Change 

Operating  programs 260,554 

Grants  and  assistance.. 31,383 

280, 864 
22, 329 
52,443 

355, 636 

+20,  310 
-9,054 
-16,001 

Total 360,381 

-4,745 

This  reduction  of  approximately  1.3  percent  from  the  spending  level 
of  fiscal  year  1976  may  be  commendable  in  terms  of  controlling  Fed- 
eral spending,  but  it  represents  a  serious  threat  to  a  unique  and 
valuable  natural  resource. 
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This  is  especially  true  because  the  amount  available  to  the  National 
Park  Service,  $355.64  million,  contains  many  earmarked  items  which 
constitute  obligations  of  the  Service  which  will  not  result  in  protec- 
tion or  enhancement  of  the  resources.  Nearly  one-third  (86.1  million) 
of  the  $20.3  million  increase  in  the  operations  budget,  for  instance,  goes 
to  meet  required  salary  increases. 

The  Subcommittee  recognizes  that  we  cannot  allow  all  of  the  items 
in  the  budget  to  increase  in  cost  every  year.  There  are  programs  which 
have  outlived  their  usefulness  or  which  might  be  better  managed  in  a 
different  agency  or  department  of  the  Federal  establishment.  In  this 
budget  examination  and  in  the  continuing  oversight  functions  of  our 
Subcommittee,  a  conscious  effort  shall  be  made  to  identify  such 
programs. 

The  operating  portion  of  the  Park  Service  budget,  despite  an  in- 
crease of  slightly  more  than  $20  million  over  last  year's  funding,  is  not 
adequate  to  meet  the  present  and  continuing  needs  of  the  National  Park 
System. 

"The  Administration  also  proposes  to  cut  $10,200,000  from  the  funds 
devoted  to  preservation  of  historic  properties.  This  comes  at  a  time 
when  the  Subcommittee  has  received  voluminous  testimony  indicating 
that  the  existing  full  funding  in  this  case  is  far  from  sufficient  to  the 
real  needs  of  an  adequate  program  to  protect  historic  properties.  Most 
of  the  money  to  be  cut  would  be  from  the  matching  grants  programs 
which  has  stimulated  additional  local  commitments  to  historic  preser- 
vation. To  propose  such  a  decrease  during  our  Bicentennial  year  is 
clearly  an  unacceptable  measure. 

Planning  and  Construction  Programs  are  presented  with  a  proposed 
reduction  of  over  $16  million  from  the  current  spending  level.  The 
Subcommittee  is  of  the  opinion  that  not  every  facility  in  every  unit  of 
the  National  Park  System  needs  to  be  there.  As  existing  structures 
and  facilities  become  in  need  of  rehabilitation,  this  offers  the  Park 
Service  an  opportunity  to  reevaluate  the  need  for  that  item  within  the 
boundaries  of  a  park  unit.  In  many  cases,  we  believe,  it  will  be  found 
that  the  facility  is  no  longer  needed,  or  that  it  may  be  replaced  outside 
the  unit  boundaries  so  as  to  enhance  the  natural  conditions  of  the  park 
area.  In  no  event,  however,  can  we  remove  all  structures  from  within 
the  units  of  the  system,  so  that  it  is  necessarv  to  more  adequately  fund 
the  repair  and  replacement  of  the  facilities  which  are  to  remain. 

The  Subcommittee  recognizes  that  the  decrease  here  is  primarily  in 
the  road  construction  program.  "While  we  can  understand  the  nature  of 
the  decrease,  there  are  certainly  other  elements,  such  as  the  maintenance 
of  existing  roads  and  other  improvements,  which  are  far  from  ade- 
quately funded.  The  only  problem  which  could  arise  in  the  Park 
Service  in  making  use  of  additional  funds  in  this  area  would  come  in 
determining  which  critical  gaps  to  fill  first. 

SUBCOMMITTEE    RECOMMENDATIONS 

An  increased  appropriation  of  $150,000,000  for  fiscal  year  1977  is 
strongly  recommended  by  the  Subcommittee.  More  than  this  amount 
remains  as  an  unappropriated  balance  from  previous  years.  The  Sub- 
committee ordered  legislation  reported  which  recognizes  the  critical 
need  to  expand  this  appropriation  to  better  fund  the  authorized  federal 
recreation  land  acquisition  programs,  as  well  as  to  permit  state  and 
local  programs  to  meet  local  recreation  needs.  Such  an  appropriation 
for  1977  would  complement  the  later,  more  substantial  increase  pro- 
posed by  the  current  legislation. 
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The  Subcommittee  wishes  to  stress  that  a  budget  analysis  should  be 
made  of  the  utility  of  appropriating  a  higher  amount  now  to  begin  to 
retire  the  Federal  backlog  of  authorized  lands,  as  opposed  to  deferring 
this  acquisition  until  a  later  time.  Because  of  the  continuing  increase 
in  land  prices,  we  believe  it  will  be  found  to  be  cost  effective  to  appro- 
priate the  funds  now.  The  Subcommittee  concurs  with  the  proposed 
budget  for  planning  and  construction  only  because  we  believe  the 
emphasis  should  be  on  this  land  acquisition  initiative  for  the  coming 
fiscal  year.  In  fairness  to  the  deliberations  of  the  Budget  Committee, 
it  should  be  pointed  out  that  there  will  be  an  eventual  need  for  much 
higher  funding  in  the  construction  and  maintenance  categories  if  the 
intent  of  the  authorizing  legislation  for  the  various  national  park  units 
is  to  be  carried  out. 

This  Subcommittee  recommends  that  one  thousand  permanent  posi- 
tions be  added  to  the  Park  Service  personnel  ceiling  over  the  next  5 
years,  with  200  of  these  positions  becoming  available  in  each  fiscal  year 
beginning  in  fiscal  year  1977.  These  positions  would  be  in  addition  to 
those  already  provided  by  the  Office  of  Management  and  Budget  for 
fiscal  year  1977.  An  additional  $4  million  is  recommended  in  the  oper- 
ating account  to  fund  these  positions. 

The  desperate  need  for  additional  trained  personnel  has  been  demon- 
strated repeatedly,  most  recently  in  hearings  before  the  House  Com- 
mittee on  Government  Operations.  The  Subcommittee  considers  this 
five-year  proposal  to  be  the  minimum  necessary  to  allow  the  Park  Serv- 
ice to  cope  with  the  new  areas  added  to  the  system  and  the  increasing 
visitation  to  existing  areas.  We  must  emphasize  that  these  additional 
positions  should  be  for  the  field  areas  of  the  system,  where  they  can 
best  be  used  for  resources  protection  and  visitor  services. 

The  proposed  decrease  in  funding  for  matching  grants  for  historic 
preservation  is  not  acceptable  to  the  Subcommittee.  Our  recommenda- 
tion is  that  $24,400,000  be  appropriated  here.  This  is  the  authorized 
amount  recently  approved  by  the  Subcommittee  for  fiscal  year  1977, 
and  continues  the  program  at  its  previously  existing  level. 

The  matching  federal  grants  authorized  by  this  program  have  been 
the  stimulus  for  local  initiatives  to  preserve  and  restore  historic  prop- 
erties throughout  our  country.  The  recent  legislation  reported  by  the 
Subcommittee  on  this  matter  is  intended  to  bring  eventual  Federal  sup- 
port to  this  program  to  a  level  of  some  $100  million  annually.  The  need 
for  this  level  can  be  justified  on  the  basis  of  need  at  the  present  time. 
For  fiscal  year  1977,  however,  the  Subcommittee  agreed  to  minimize 
the  impact  on  the  Federal  budget.  Our  recommendation  is  the  mini- 
mum acceptable  for  this  Bicentennial  year. 

The  Subcommittee  recommends  concurrence  with  the  Administra- 
tion proposal  for  the  salaries  and  expenses  for  the  Bureau  of  Outdoor 
Recreation.  The  modest  increase  over  fiscal  year  1976  is  justified  by  an 
additional  commitment  to  preparing  the  forthcoming  revision  of  the 
Nationwide  Outdoor  Recreation  Plan,  as  required  by  statute.  The  Sub- 
committee commends  this  initiative,  particularly  as  the  work  toward  a 
revised  plan  will  be  of  use  in  better  directing  the  efforts  of  the  Bureau 
in  maximizing  recreation  opportunities  on  a  variety  of  levels. 

Finally,  the  Subcommittee  recommends  concurrence  with  the  Ad- 
ministration requests  for  the  Pennsylvania  Avenue  Development  Cor- 
poration. Legislation  authorizing  the  needed  amounts  has  been  re- 
ported favorably  by  the  Subcommittee.  The  Plan  for  the  Avenue  is 
now  in  effect,  and  the  requests  for  fiscal  year  1977  will  permit  imple- 
mentation to  begin. 
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-PROGRAMS  IN  THE  FEBRUARY  BUDGET  WHICH  REQUIRE  REENACTMENT -OR  MODIFICATION  OF 
AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

(In  thousands  of  dollars) 


Budget  estimate 


Subcommittee 
recommendation 


Major  issue  or  program 


Budget 
authority 


Budget 
authority  Outlays 

Outlays    (difference)   (difference) 


National  Park  Service:  Preser- 
vation of  historic  properties.. 


Pennsylvania  Avenue  Develop- 
ment Corporation:  Salaries 
and  expenses. 

Public  enterprise  funds 


14,500 


1,425 


21,000 


1,425 


24,400 
(+9,  900) 


1,425 
(000) 


11,450 
(000) 


30,  000    Committee  ordered  H.R.  2763,  as 
(9,  000)      amended  providing  $24,400,000 
for   historic   preservation,  re- 
ported on  Feb,  5,  1976.  Full 
funding   of    matching   grants 
program  is  vital  to  maximize 
state  and  local  protection  of 
historic  properties. 
1,425    Committee  ordered  H.R.  7743,  as 
(000)      amended,  reported  on  Feb,  5, 
1976.  Bill  provides  reauthori- 
3, 639       zation  for  salaries  and  expenses 
(000)      of  corporation,  and  authority 
for  appropriation  to  be  made 
for    initial    phase    of    public 
projects  to  be  developed  as 
part    of    the    plan    for    the 
avenue. 


-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  thousands  of  dollars] 


President's  request 


Major  issue  or  program 


Budget 
authority 


Subcommittee 
recommendation 


Budget 
authority  Outlays 

Outlays     (difference)    (difference) 


Bureau  of  Outdoor  Recreation: 
Salaries  and  expenses. 


Land  and  Water  Conservation 
Fund. 


6,187 


6,188 
(000) 


6,187 
(000) 


300, 000         329,  000 


National  Park  Service:  Opera- 
tion of  the  National  Park 
System. 


Planning  and  construction. 


272,  864         273,  495 


33, 200 


6, 188  Committee  supports  this  in- 
crease in  operating  funds,  as 
compared  to  fiscal  year  1976, 
and  emphasizes  the  value  of 
the  increase  which  permits 
additional  work  to  be  done  on 
the  revision  of  the  Nationwide 
Outdoor  Recreation  Plan. 
450,000  429,000  Due  to  amounts  previously 
(  +  150,000)  (+100,000)  credited  to  the  fund  which 
have  not  been  appropriated, 
over  $484,000,000  is  available 
for  1977.  The  additional 
$150,000,000  recommended  for 
appropriation  would  in  part 
go  toward  purchase  of  the 
backlog  of  authorized  but 
unacquired  Federal  recrea- 
tion land.  State  and  local 
programs  would  match  funds 
to  use  the  rest  of  this  increase. 

The  additional  amount  here 
would  support  200  new  em- 
ployees above  that  previously 
requested.  This  number  would 
be  the  first  step  in  a  multiyear 
program  to  bring  personnel 
ceiling  in  the  agency  up  to  a 
level  sufficient  to  protect  the 
National  Park  System. 

The  committee  concurs  with  this 
low  level  of  funding  with  the 
warning  that  this  level  is  in  no 
way  sufficient  to  address  the 
construction  backlog  which 
exists  in  this  area.  For  this 
fiscal  year,  the  committeb 
believes  that  the  priority 
should  go  to  the  acquisition 
increase  as  shown  for  the  Land 
and  Water  Conservation  Fund. 
However,  the  construction 
needs  will  have  to  be  ad- 
dressed in  the  near  future. 


276, 864 
(4, 000) 


33,  200 
(000) 


277, 495 
(4, 000) 


22,925 
(000) 
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Recommendations  of  the  Subcommittee  on  Water  and  Power 
Resources 

bureau  of  reclamation 

The  Subcommittee  on  Water  and  Power  Resources  notes  with  ap- 
proval the  President's  Budget  for  the  Bureau  of  Reclamation  for  fis- 
cal year  1977  in  that  it  contains  a  request  for  new  appropriations  in 
the  amount  of  approximately  three  quarter  billion  dollars — an  increase 
of  approximately  $100  million  above  the  amount  appropriated  for  fis- 
cal year  1976.  Generally,  this  Budget  represents  a  realistic  assessment 
of  the  needs  of  ongoing  programs  and  should  provide  for  effective 
utilization  of  the  existing  staff  without  unnecessary  expansion. 

More  pertinently,  the  President's  Budget  indicates  a  growing  aware- 
ness of  the  importance  to  our  Nation's  economic  strength  of  an  aggres- 
sive program  to  utilize  wisely  our  renewable-ywater  and  related  land 
resources.  The  Subcommittee  on  Water  and  Power  Resources  believp' 
that  the  public  funds  invested  in  the  Western  United  States,  through 
the  Federal  Reclamation  program,  are  one  of  the  highest  and  best  uses 
of  our  financial  resources.  A  large  portion  of  the  original  investment 
returns  to  the  Treasury  in  the  form  of  project  revenues  and  an  even 
greater  amount  in  taxes  levied  against  the  highly  developed  local  and 
regional  economies  that  accompany  such  investments.  Indeed,  there 
are  no  depressed  areas — nor  has  there  ever  been — where  well-designed 
and  carefully  managed  multiple  purpose  water  resource  development 
projects  are  in  operation. 

The  Bureau  of  Reclamation  is  financed  substantially  from  appropri- 
ated funds  made  available  under  ten  separate  appropriations.  Each  of 
these  will  be  discussed  individually  and  in  more  detail  in  ensuing 
paragraphs. 

Construction  and  rehabilitation. — The  Subcommittee  finds  that, 
with  only  minor  exceptions,  the  budget  is  adequate  for  maintaining  an 
acceptable  and  efficient  rate  of  construction  on  projects  and  units  now 
underway  and  is  likewise  adequate  with  respect  to  the  five,  new  con- 
struction starts  financed  under  this  appropriation  heading.  The  Budget 
is  deficient,  nevertheless,  from  the  standpoint  of  initiating  construc- 
tion activities  on  new-start  items.  The  Administration  seeks  to  em- 
phasize its  role  in  providing  for  "new-starts"  when,  as  a  matter  of  prac- 
tical fact,  every  item  in  the  President's  new-start  category  is  being 
started  with  funds  provided  by  Congressional  action  over  and  above 
the  President's  request  in  previous  years. 

The  Subcommittee  recommends  that  an  additional  sum  of  $9,350,000 
be  added  to  the  amount  requested  by  the  President  for  Construction 
and  Rehabilitation.  Of  this  amount,  $6,415,000  is  needed  to  more  ade- 
quately fund  four  ongoing  programs  while  the  remainder  ($2,935,000) 
is  needed  to  initiate  advance  planning  activities  on  three  programs 
passed  by  the  House  of  Representatives  on  Februarv  20, 1976,  (S.  151) 
and  to  start  construction  on  seven  badly  needed  minor  projects  which 
have  been  authorized  for  some  time. 

Upper  Colorado  River  Basin  funds. — Funds  appropriated  under 
this  activity  heading  are  used  to  carry  out  the  Act  of  April  11, 1956,  as 
amended,  authorizing  the  Upper  Colorado  River  Storage  Project  and 
Participating  Projects.  It  is  a  construction  activity  and  is  only  distinct 
from  the  previously  discussed  activitv  in  a  technical  legal  sense.  The 
Subcommittee  feels  that  the  level  of  funds  included  in  the  President's 
Budget  is  generally  adequate  and  notes  with  approval  that  four  pre- 
viously authorized  participating  projects  are  proposed  to  be  initiated. 
Accordingly,  the  Subcommittee  recommends  onlv  two  increases  in  the 
President's  Budget,  i.e.,  an  additional  sum  of  $800,000  for  the  Bonne- 
ville Unit,  Central  Utah  Project,  and  a  new-start  on  the  Dolores  Proj- 
ect, Colorado,  in  the  amount  of  $850,000. 
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Colorado  River  Basin  salinity  control  projects. — The  Bureau  of  Rec- 
lamation has  been  designated  as  the  agent  of  the  Secretary  of  the  In- 
terior for  implementing  the  Colorado  River  Salinity  Control  Act. 
through  which  the  National  Treaty  commitment  concerning  quality  of 
water  delivered  to  the  Republic  of  Mexico  is  to  be  maintained.  The 
facilities  being  constructed  under  Title  I  of  the  Act  appear  to  be  ade- 
quately funded  and  the  Subcommittee  recommends  no  augmentation 
of  that  program.  The  programs  authorized  to  be  constructed  under 
Title  II  of  the  Act  have  not  been  funded  for  construction  and  the  Sub- 
committee believes  that  they  are  of  sufficient  urgency  that  funds  in  the 
amount  of  $1,580,000  should  be  provided.  Authorized  programs  at  Las 
Vegas  "Wash,  Nevada :  Paradox  Valley  and  Grand  Valley.  Colorado, 
are  urgently  needed  to  demonstrate  the  practicability  of  controlling 
salinity  levels  from  both  man-made  and  natural  sources.  These  pro- 
grams will  not  only  preserve  Mexician  water  quality  but  will  result  in 
significantly  improved  water  supplies  for  users  in  the  States  of  the 
Colorado  River  Basin. 

Recreational  and  Fish  and  Wildlife  facilities. — The  Colorado  River 
Storage  Project  Act  envisioned  appropriate  levels  of  development  for 
recreation  and  fish  and  wildlife  enhancement  at  each  of  the  major 
storage  units  and  the  participating  projects.  The  Subcommittee  feels 
that  these  programs  should  be  funded  at  a  level  to  enable  attainment 
of  their  benefits  at  the  earliest  practicable  date.  Augmentation  of  the 
President's  Budget  by  the  amount  of  $1,767,000  is  recommended  for 
this  purpose. 

Loan  programs. — The  Small  Reclamation  Projects  Act  and  the  Dis- 
tribution Systems  Act  are  programs  through  which  loans  are  made 
available  to  qualified  borrowers  to  finance  local  construction  of  ap- 
proved water  resource  development  projects.  These  programs  are  ac- 
complished with  a  minimum  of  federal  staff  and  at  a  correspondingly 
low  level  of  overhead.  Moreover,  the  loans  are  completely  repayable 
and  thereby  provide  a  maximum  level  of  public  benefit  with  minimum 
public  expense.  Despite  the  evident  benefits  and  lack  of  risk  in  this 
program,  the  level  of  funding  for  the  loan  program  was  reduced  by 
about  one-half  from  the  Fiscal  Year  1976  level.  The  Subcommittee 
feels  very  strongly  that  this  reduction  is  unwarranted  and  has  diffi- 
culty understanding  the  Administration's  reasoning  in  failing  to  fund 
this  program  which  it  has  previously  endorsed  and  supported.  The 
sum  of  $10,022,000  should  be  added  to'the  Budget  for  this  activity. 

General  investigations. — This  activity  embraces  studies  of  potential 
water  resource  development  programs  and  is  also  the  funding  mecha- 
nism for  mission-oriented  research,  including  geothermal  and  weather 
modification  research.  The  future  health  of  our  water  resource  develop- 
ment programs  is  determined  solely  by  the  level  of  support  given  to 
both  investigations  and  research.  The  investigation  of  future  potential 
projects  involves  a  high  percentage  of  personnel  costs  and  is  therefore 
especially  responsive  to  salary  levels  and  pay  raises.  Accordingly,  the 
Subcommittee  considers  the  failure  to  budget  increases  for  plan  for- 
mulation studies  equivalent  to  increases  in  the  salary  scale  as  a  re- 
trenchment in  this  crucial  area  which  must  be  redressed  by  the  Con- 
gress. It  is  therefore  recommended  that  the  sum  of  $867,000  be  added 
to  the  Budget  in  this  area.  In  a  more  specialized  context,  the  Sub- 
committee recommends  the  addition  of  $1,320,000  to  the  General  In- 
vestigations activity  for  accelerated  consideration  of  the  opportunity 
to  utilize  geothermal  resources  in  the  solution  of  specific  problems  of 
water  and  power  supply  and  stabilization  of  the  salinity  levels  of  the 
Salton  Sea  in  the  Lower  Colorado  River  Basin.  While  this  activity  is 
technically  considered  to  be  an  investigation,  it  has  substantial  research 
overtones  and  is  more  hardware-intensive  than  the  normal  investiga- 
tion. It  requires  a  correspondingly  higher  level  of  funding.  Much  tie 
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same  observation  can  be  said  with  respect  to  the  recommended  in- 
crease of  $1,500,000  for  atmospheric  water  resources  research. 

The  summation  of  needed  budgetary  increase  for  the  General  In- 
vestigations Activity  as  set  forth  above  is  $3,687,000. 

Other  reclamation  activities. — Other  Bureau  of  Reclamation  appro- 
priations consisting  of  the  Colorado  River  Basin  Fund,  Operation  and 
Maintenance,  General  Administrative  Expense  and  Emergency  Fund 
appear  to  be  budgeted  at  realistic  and  acceptable  levels.  No  changes 
are  recommended  by  the  Subcommittee  with  respect  to  them. 

Summary  of  reclamation  recommendations. — The  cumulative  effect 
of  the  Subcommittee's  recommendations,  relative  to  the  budget  of  the 
Bureau  of  Reclamation,  would,  if  adopted,  result  in  an  increase  in  the 
President's  Budget  of  $28,056,000 — an  increase  of  less  than  4  percent. 
An  increase  of  this  limited  scope  is  deemed  to  be  fully  justified  from 
the  standpoint  of  its  impact  on  the  Nation's  future  economic  stability 
and  from  the  standpoint  of  maintaining  and  preserving  our  capability 
to  meet  our  growing  needs  for  the  goods  and  the  services  that  are 
potentially  available  through  careful  management  of  water  and  related 
land  resources.  As  a  final  thought,  the  Subcommittee  commends  the 
President  for  this  budget  as  being  the  most  realistic  and  defensible 
that  has  been  presented  in  years  and  years. 

The  foregoing  recommendations  are  presented  in  tabular  form  on 
the  accompanying  Table  2. 

WATER    RESOURCES    COUNCIL 

The  Subcommittee  on  Water  and  Power  Resources  has  reviewed  the 
President's  Budget  for  the  Water  Resources  Council  and,  with  one 
exception,  agrees  with  the  Budget  from  the  standpoint  of  adequacy  of 
funding.  The  Subcommittee  is  disappointed  to  note  that  no  funds  have 
been  included  for  funding  the  Planning  Grants  to  the  States  as  au- 
thorized by  Title  III  of  the  Water  Resources  Planning  Act.  This  au- 
thority was  specifically  extended  by  legislative  action  in  the  First 
Session  of  the  94th  Congress  without  recommendation  or  support  by 
the  Executive  Branch.  The  Subcommittee  strongly  urges  augmentation 
of  the  President's  Budget  in  the  amount  of  $5,000,000  for  this  im- 
portant and  worthwhile  activity. 

OFFICE    OF   WATER   RESEARCH    AND   TECHNOLOGY 

This  item  in  the  President's  Budget  covers  programs  authorized  by 
the  Water  Resources  Research  Act  and  the  Saline  Water  Conversion 
Act  of  1971.  The  sum  of  $22,273,000  is  considered  to  be  adequate  al- 
though there  is  concern  with  internal  program  emphasis.  The  Sub- 
committee supports  the  Budget  for  this  item. 

POWER    MARKETING    AGENCIES 

The  Power  Marketing  Agencies  of  the  Department  of  the  Interior — 
namely,  Southwestern  Power  Administration,  Southeastern  Power 
Administration  and  Alaska  Power  Administration  are  all  deemed  to 
be  adequately  funded  and  the  Subcommittee  supports  the  President's 
Budget  for  each  of  them.  Bonneville  Power  Administration  operates 
from  revenues  and  from  the  sale  of  bonds  to  the  Treasury.  This  agency 
requires  no  specific  budget  authority. 
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-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODI- 
FICATION OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 
[In  thousands  of  dollars] 


President's  request 


Subcommittee 
recommendation 


issue  or  program 


Budget 
authority 


Budget 
authority  Outlays 

Outlays    (difference)    (difference) 


Comment 


NATURAL  RESOURCES,  EN- 
VIRONMENT, AND  ENERGY 
(300) 

Water  Resources  and  Power, 
Department  of  the  Interior 
Office  of  Water  Research  and 
Technology  (301). 

Water  Resources  Council 


24S 


(None) 

248 

(None) 


6, 470    See  table  2  for  authorized   por- 
tion of  budget 


(None) 

248 

(None) 


6,718 


6,718 


TABLE  2.-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 

LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  thousands  of  dollars) 


President's  request 


Subcommittee 
recommendation 


Budget 
Major  issue  or  program  authority 

NATURAL  RESOURCES,  EN- 
VIRONMENT, AND  ENERGY, 
(300) 

Water    Resources  and   Power, 
Department  of  the  Interior, 
Bureau  of  Reclamation  (301): 
Construction  and  rehabili-         347,017 

tation. 
Upper      Colorado      River  61,900 

Basin. 
Colorado      River      Basin  73,420 

project 
Colorado  River   Basin   sa-  43, 120 

linity  control. 
Loan  program 10, 773 

Operation  and  maintenance.        143,000 

General  investigations 21, 030 

General  administrative  ex-  22, 600 

pense. 
Emergency  fund 1,000 

Trustfunds 29,000 


Budget 

authority 

Outlays    (difference) 


Outlays 
(difference) 


Total,    301    Bureau    of 
Reclamation. 

Bonneville  Power  Administra- 
tion (301). 

Alaska  Power  Administration 
(301). 

Southeastern  Power  Adminis- 
tration (301). 

Southwestern  Power  Adminis- 
tration (301). 

Office  of  Water  Research  and 
Technology  (301). 


Total,  301 . 

Water  Resources  Council  (301). 


Total,    301— Water    re- 
sources, and  power. 

NATURAL  RESOURCES,  EN- 
VIRONMENT, AND  ENERGY 
(300) 

Recreational  resources,  Depart- 
ment of  the  Interior,  Bureau 
of  Reclamation  (303):  Upper 
Colorado  River  Basin  fund. 


Total,  table  2. 


1,927 
1,106 
8,781 
15,803 


800,517 


352.801 
48,375 
80,000 
40,000 
13, 510 

142, 850 
21,  060 
22,804 
1,000 
24,  600 


356,  367 

(+9,  ?50) 
6?,  550 

(+1,650) 
73,  420 
(None) 
44,700 

(+1,580) 

20,  795 

(+10,022) 

143,000 

(None) 

24,717 

(+3,687) 
22,600 
(None) 
1,000 
(None) 
29,000 
(None) 


362,151 

(+9.  350) 

50, 025 

(+1,650) 

80,000 

(NoneJ 

41,  580 

(+1,580) 

23,  532 
(+10,022) 

142,  850 
(None) 

24,  747 
(+3,687) 

22,  804 
(None) 
1,000 
(None) 
24,  600 
(None) 


752,  860         747, 000 


779, 149 
(+26,  289) 


773, 289 
(+26, 289) 


-15,130 
1,927 
1,104 
8,775 
11,730 


(None) 

1,927 

(None) 

1,106 

(None) 

8,781 

(None) 

15,803 

(None) 


-15,130 

(None) 

1,927 

(None) 
1,104 
(None) 
8,775 
(None) 
11,730 
(None) 


>  See  Narrative. 


780,  477 

755,406 

806, 766 

781,695 

(+26,  289) 

(+26,289) 

15,909 

16, 454 

20,909 

21,454 

(+5,000) 

(+5,000  J 

See  table  1  for  that  portion  of 
'    Budget   requiring   authorizing 
legislation. 


796,386         771,860 


827, 675         803, 149 
(+31,289)    (+31,289) 


1,  410  5, 898  3, 177 

(+1,767)      (+1,767) 


773, 270         833, 573         806,  326 
(+33,056)    (+33,056) 
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Recommendations  of  the  Subcommittee  on  Energy  and  the 
Environment 

h.r.  9  719  payments  in  lieu  of  taxes 

Pursuant  to  the  recommendations  of  the  Public  Land  Law  Review 
Commission,  the  Subcommittee  on  Energy  and  the  Environment  has 
loped  a  bill  that  will  establish  minimum  payments  to  local  govern- 
3  in  lieu  of  taxes  on  Federal  lands  that  would  otherwise  accrue  if 
the  lands  were  not  Federally  owned  and  thus  subject  to  property  taxa- 
tion. The  bill,  as  amended  by  the  Subcommittee,  would  provide  a  mini- 
mum 75  cents  per  acre  payment  which  is  subject  to  a  per  capita 
limitation  and  is  to  be  reduced  by  revenues  now  paid  to  counties  under 
existing  laws  providing  for  a  share  of  money  from  certain  activities 
(mining,  timbering,  etc.)  occurring  on  Federal  lands.  In  addition,  in 
order  to  mitigate  the  impact  of  newly  created  parks  and  wilderness 
areas,  the  bill  provides  for  a  1  percent  payment  of  the  fair  market 
value  at  the  time  of  purchase  to  be  paid  annually  for  five  years. 

The  estimated  cost  of  the  bill,  which  is  effective  October  1,  1976,  is 
$130,000,000. 

SURFACE   MINING 

The  full  Committee  has  ordered  reported  a  strip  mining  bill  in  lieu 
of  the  one  vetoed  twice  by  the  President.  The  new  bill,  H.R.  9725 
includes  the  following  spending  provisions : 

a.  Abandoned  mine  reclamation  fund :  Beginning  with  the  first 
calendar  quarter  after  January  1,  1977,  coal  operators  would  be  re- 
quired to  pay  a  fee  pursuant  to  the  following  formula : 

All  surface  mined  coal — 35  cents ; 
All  underground  mined  coal — 15  cents ;  or 
10  percent  of  the  value  of  the  coal  if  less  than  above  amount ; 
Except  lignite  operators  shall  pay  5  percent  value  of  the  coal  or 
35  cents  whichever  is  less. 
The  fees  are  to  be  paid  into  a  reclamation  fund  for  the  purpose  of 
reclaiming  abandoned  operations  and  other  purposes  and  the  funds  are 
subject  to  the  appropriation  process. 

It  is  estimated  that  the  fee  will  generate  $165  million  annually  and 
thus  approximately  $120  million  will  be  available  for  appropriation  in 
the  next  fiscal  year. 

b.  Regulatory  program:  For  assistance  to  the  states  and  Indian 
tribes  in  carrying  out  the  responsibilities  under  the  Act,  the  amount  of 
$10  million  is  to  be  made  available  under  contract  authority  immedi- 
ately upon  enactment  of  the  Act,  Section  712(a).  Section  712(b)  au- 
thorizes $10  million  for  the  first  fiscal  year  for  administration  of  the 
Act. 

c.  Studies :  General  studies  are  also  authorized  under  the  Act : 

708(e)  Study  of  regulation  of  reclamation  in  State  of  Alaska — 
$250,000 ; 

709(c)  Study  of  reclamation  provisions  for  minerals  other  than 
coal— $500,000 ; 

713(c)  Research  and  demonstration  for  alternative  coal  mining 
technologies — $35  million  for  first  fiscal  year. 

d.  State  mining  mineral  resource  institutes:  Title  III  of  the  Act 
establishes  a  program  for  the  creation  of  an  assistance  to  state  mining 
and  mineral  resource  institutes.  In  the  first  fiscal  year  the  bill  author- 
izes $7  million  for  the  establishment  of  the  institute,  $15  million  for 
research  funds  and  $1  million  for  planning. 
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RECOMMENDATION    TO   THE   BUDGET  COMMITTEE   PURSUANT   TO   OVERSIGHT 
RESPONSIBILITY    UNDER   RULE    10,    CLAUSE    3(e) 

The  committee  believes  that  the  ERDA  budget  must  provide  a 
higher  level  of  funding  for  the  development  of  solar  and  geothermal 
energy,  conservation,  and  environmental  research.  We  believe  such 
increases  are  necessary  to  meet  the  ERDA  mandate  established  in  the 
Federal  Nonnuclear  Research  and  Development  Act  of  1974  a; 
better  balance  the  energy  options  being  developed  by  ERDA. 

Increases  should  include  the  following  items  abolished  or  cut  back 
by  the  Office  of  Management  and  Budget: 
Solar  total  energy  pilot  plant ; 
Multiunit  megawatt  wind  energy  pilot  plant ; 
Ocean  thermal  energy  conversion  test  facility ;  and 
Solar  thermal  powerplant. 
Office  of  Management  and  Budget  reduced  division  requests  for 
solar  capital  funds  from  $91,500,000  to  $15,000,000. 

In  addition,  the  OMB  decreased  division  requests  by  $47  million 
for  solar  heating  and  cooling.  OMB  also  decreased  amounts  for  the 
following : 

Agricultural  and  process  heat  by  $2.8  million; 
Biomass  research  by  $2.3  million ; 
Geothermal  by  $48.9  million;  and 

Conservation  electric  energy  systems  and  storage  by  $35,8  million. 

We  are  particularly  concerned  that  only  3  percent  of  the  ERDA 

budget  is  allocated  for  energy  conservation  programs.  4  percent  for 

solar  programs,  1  percent  for  geothermal,  and  5.3  pel  total 

environmental  research  and  environmental  control  techno  >;t. 

The  proposed  budget  provides  for  overall  increases,  in  budget 
authority  and  outlays  respectively,  of  35  percent  and  30  percent — 
44  percent  and  41  percent  for  the  nonnational  security  sections  of 
ERDA;  while  solar  energy  appropriations  are  up  39  percent  and  35 
percent,  fusion  funds  are  up  57  percent  and  36  percent. 

Recommendations  of  the  Subcommittee  on  Territorial  and 
Insular  Affairs 

GENERAL   NARRATIVE 

The  President's  fiscal  year  1977  Budget  Requests  for  the  Territories 
(Functions  800  and  850)  call  for  a  total  decrease  in  Budget  Authority 
of  $8,985,000,  from  the  fiscal  vear  1976  figure  of  $132,424,000  to  the 
fiscal  year  1977  total  of  $123,439,000,  with  the  reduction  resu 
essentially  from  the  completion  of  the  Micronesian  Claims  authoriza- 
tion with  the  fiscal  year  1976  appropriation  of  $10,000,000,  and  from 
smaller  withdrawals  from  Federal  income  and  excise  taxes  returned 
to  the  Virgin  Islands  and  Guam  Treasuries  to  fund  the  U.S.  Comp- 
trollers Reimbursable  Program  for  those  two  territories. 

On  the  other  hand,  the  fiscal  year  1977  Budget  Authority  of  $82, 
321,000  for  the  Trust  Territory  of  the  Pacific  Islands  (TTPI)  is  an 
increase  of  $2,011,000  over  the  total  fiscal  vear  1976  figure  of  $80,310,- 
000  (including  pay  costs  supplemental),  although  the  latter  total  does 
not  include  proposed  supplemental  of  $10,148,000  for  TTPI  operations 
and  Northern  Marianas  Transition.  Outlays  including  pay  raise  sup- 
plemental, total  $80,817,000,  as  opposed  to  $84,448,000  for  fiscal  vear 
1976. 

The  new  increase  in  Budget  Authority  results  from  an  increase  of 
$46,500  for  the  High  Commissioner's  Office,  $21,200  for  the  Judiciary, 
$25,000  for  the  Federal  Comptroller's  Office,  and  $5,918,300  in  grants 
for  government  operations  and  capital  improvements,  with  the  total 
increase  offset  considerably  by  the  completion  in  fiscal  year  1976  of  the 
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TTPI  Economic  Development  Loan  Fund  capitalization  ($1.0  mil- 
lion) and  the  Bikini  ex  gratia  payments  ($3.0  million).  The  requested 
funding  for  fiscal  year  1977  is  distributed  basically  as  follows :  direct 
appropriation,  $1,224,000;  grants  for  operations,  $59,497,000;  grants 
for  capital  improvement  program,  $21,600,000.  GrarJ  s  are  provided  by 
various  Federal  agencies  either  on  a  matching  fund  basis  or  as  out- 
right contributions.  It  should  be  noted,  however,  that  no  funds  are 
requested  for  categorical  assistance  programs. 

Total  outlays  under  the  President's  Budget  for  fiscal  year  1977 
(Functions  800  and  850)  aggregate  $131,640,000,  a  decrease  of  $19,- 
824,000  from  the  1976  outlays  of  $151,355,000.  Neither  figure,  for  either 
year,  reflects  the  outlays  for  adjudicating  Micronesian  wartime  claims, 
which  are  the  same  amount  as  the  Budget  Authority  figures  in  both 
fiscal  years. 

FOUR-TEAR    COLLEGE    OF    MICRONESIA 

The  House  of  Representatives,  in  the  bill  H.R.  7688  providing  1976 
fiscal  year  and  1977  fiscal  year  budget,  authorizations  for  the  adminis- 
tration of  the  Trust  Territory  of  the  Pacific  Islands,  added  an  author- 
ization of  "*  *  *  up  to  but  not  to  exceed  $8,000,000  for  the  construc- 
tion of  such  buildings  as  are  required  for  a  four  year  college  to  serve 
the  Micronesian  community  *  *  *".  The  bill  has  been  approved  by 
the  Senate  Interior  and  Insular  Affairs  Committee  and  Senate  floor 
action  is  pending.  The  Subcommittee  recommends  a  1977  fiscal  year 
outlav  of  $500,000  for  planning  purposes  as  outlined  in  House  Report 
No.  94-291. 

MICRONESIAN    WAR    CLAIMS 

As  Section  2  of  House  Joint  Resolution  549,  To  approve  "The 
Covenant  to  Establish  a  Commonwealth  of  the  Northern  Mariana 
Islands  *  *  *",  the  House  of  Representatives  approved  an  authoriza- 
tion of  "*  *  *  such  sums  as  may  be  necessary  *  *  *  for  the  purpose 
of  making  full  payments  of  awards  under  title  II  of  the  Micronesian 
Claims  Act  of  1971,  Public  Law  92-39."  The  Act  of  1971  authorized 
$20,000,000  for  title  II  claims  and  it  is  estimated  an  additional  $14,- 
000,000  will  be  needed  to  pay  the  awards  in  full,  as  adjudicated  by  the 
Micronesian  War  Claims  Commission.  The  Subcommittee  recommends 
fiscal  year  1977  outlay  of  $14,000,000  for  this  purpose. 

GUAM    CAPITAL    IMPROVEMENTS 

For  several  years,  officials  of  Guam  have  requested  the  Administra- 
tion and  Congress  to  provide  funds  for  an  emergency  capital  improve- 
ments program  to  meet  long-time  and  growing  needs  for  roads,  sewers, 
schools,  etc.  Hearings  on  legislation  of  this  type  were  held  on  June  16, 
1975,  and  the  Subcommittee  anticipates  developing  and  acting  on  a 
bill  which  would  authorize  annual  appropriations,  beginning  in  fiscal 
year  1977,  for  a  period  of  five  years,  for  a  total  of  $60,000,000. 

TABLE  l.-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODI- 
FICATION OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  thousands  of  dollars] 

Subcommittee 
Presi  'ent's  request              recommendation 

Major  issue  or  program 

Budget 
Bucget                            authority          Outlays 
authority         Outlays   (difference)   (difference) 

Comment 

Trust  Territory  of  the  Pacific 
Islands  (806). 

82,321           80,817           82,321           80,817 
(000)             (000) 

The   subcommittee    notes    that 
authorizing  legislation  permits 
the  application  of  a  GNP  de- 
flator, which  may  increase  out- 
lays higher  than  the  President's 
estimates. 
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TABLE  2.— LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  thousands  of  dollars] 


Legislative  initiatives 


Budget 
authority  Outlays    Comment 


4-year   College   of  Micronesia 
(806). 


Microneisan  war  claims  (806)... 

Guam  Capitol  Improvements 
(806). 

Northern  Mariana  Islands  Com- 
monwealth (806). 

Federal  grant-in-aid  programs 
in  the  Trust  Territory  of  the 
Pacific  Islands  (806). 


$500  $500    H.R.  7688,  containing  a  total  authorization  for  $8,000,000, 

passed  the  House  on  June  16,  1975.  Reported  by  Senate 
Interior  and  Insular  Affairs  Committee  Nov.  26,  1975. 
Senate  floor  action  pending.  See  narrative. 

$14,000  $14,000  H.J.  Res.  549,  containing  this  authorization,  passed  House 
July  21,  1975.  Senate  action  pending.  See  narrative. 

$12,000         $12,000    See  narrative. 

$14,000         $14,000    H.J.  Res.  549,  containing  this  authorization,  passed  House 

July  21,  1975.  Senate  action  pending. 
$2,000  $2,000    Beginning  with  fiscal  year  1974,  and  including  fiscal  year 

1977,  Congress  has  authorized  "such  sums  as  are  neces- 
sary but  not  to  exceed  $10,000,000.  ...  to  offset  reduc- 
tions in,  or  the  termination  of,  Federal  grant-in-aid 
programs  made  available  to  the  Trust  Territory  of  the 
Pacific  Islands  by  other  Federal  agencies."  Funding  is 
herewith  recommended  for  this  purpose. 


-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  thousands  of  dollars] 


President's  request 


Subcommittee 
recommendation 


Major  issue  or  program 


Budget 
authority 


Budget 
authority  Outlays 

Outlays    (difference)   (difference) 


Administration    of    territories 
(806), 


Office  of  the  Comptroller  for 
Guam  (special  fund):  Perma- 
nent, indefinite  (806). 


256 


655 


internal  revenue  collections 
for  the  Virgin  Islands  (special 
fund):  Permanent,  indefinite 
(852.) 


19,  505 


21,862  27,621    The  fiscal  year  77  budget  author- 

(000)  (000)        ity  of  $21,862,000  is  a  decrease 

of  $152,000  from  the  total  ap- 
propriation for  fiscal  year  1976 
of  $22,014,000  (which  does  not 
include  the  fiscal  year  1976  pro- 
posed supplemental  of  $4,740,- 
000  for  American  Samoa  to 
compensate  for  the  sharp  drop 
in  local  revenues).  The  de- 
crease results  from  a  request- 
ed lowering  of  Department  of 
the  Interior  grants  to  American 
Samoa  from  $20,229,500  to 
$20,073,000,  and  a  drop  in  ap- 
propriations for  the  Samoan 
Judiciary  from  $386,500  to 
$380,000.  The  only  increase 
requested  is  for  the  Governor's 
office:  from  $398,000  to  $409,- 
000. 
The  fiscal  year  1977  budget 
authority,  while  making  no 
provision  for  loans  or  grants  to. 
Guam,  does  include  another 
$1,000,000  for  the  Guam  Eco- 
nomic Development  Fund.  A 
total  of  $3,000,000  has  been 
appropriated  through  fiscal 
year  1976  toward  the  total 
authorization  of  $5,000,000 
approved  Oct.  17, 1968. 
256  655    Although   budget    authority    for 

(000)  (000)      fiscal     year     1977     is     only 

$256,000  (as  opposed  to 
$600, 000  for  fiscal  year  1976) 
the  total  available  funds  for 
fiscal  year  1977  will  aggregate 
to  $905,000,  with  the  re- 
mainder derived  from  $250,000 
in  trust  territory  funds  and 
$399,000  in  unobligated  bal- 
ance from  Guam  sec.  30 
funds  applied  to  the  Guam 
Comptroller's  Office. 
19,  000  19, 505    Local  revenues  collected  by  the 

(000)  (000)      territorial     government     are 

matched,  minus  refunds  and 
costs  of  collection,  by  pay- 
ments, drawn  quarterly,  from 
excise  taxes  collected  by  the 
United  States  on  Virgin  Islands 
products  transported  to  the 
mainland,  pursuant  to  the  U.S. 
Internal  Revenue  Code  (26 
U.S.C.  7652(bX3)  and  P.L. 
94-202),  less  amounts  re- 
quired to  cover  the  costs  of  the 
U.S.  Comptroller's  Office. 
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Recommendations  of  the  Subcommittee  on  Mines  and  Mining 

u.s.  geological  survey 

The  1977  budget  request  for  the  USGS  is  $284.3  million,  an  in- 
crease of  $11.8  million  over  the  previous  year.  Increased  pay,  space, 
and  position  costs,  however,  amount  to  $5.3  million,  leaving  only  $6.5 
million  of  the  increase  for  program  increases.  Most  of  the  USGS 
programs  appear  to  be  adequately  funded,  although  some,  parti- 
cularly in  the  energy -related  activities,  do  not  seem  to  have  sufficient 
money  available  to  meet  the  program  objectives.  A  few  programs, 
such  as  the  geography  program,  seem  to  be  inadequately  justified 
in  terms  of  the  proposed  spending  levels. 

Land  resource  surveys  of  the  environmental  aspects  of  energy  ap- 
pear to  be  lightly  funded.  The  requested  amount  of  $6,292,000,  although 
an  increase  of  $1,200,000  over  the  previous  year,  does  not  seem  com- 
mensurate with  the  increased  need  for  this  type  of  information.  New 
legislation,  such  as  the  Energy  Policy  and  Conservation  Act  (P.L. 
94-163),  provide  strong  incentives  for  coal  development.  Considering 
the  large  size  of  the  domestic  reserves  of  coal  that  are  likely  to  be 
developed  in  the  nest  few  years,  it  seems  that  the  effort  which  could 
be  generated  by  the  amount  requested  would  necessarily  be  inade- 
quate. The  fact  that  part  of  the  effort  is  directed  toward  minimiza- 
tion of  hazards  to  nuclear  reactors  will  dilute  that  effort  even  further. 
The  recent  lifting  of  the  moratorium  on  coal  leasing  will  also  add  to 
the  workload  in  these  areas,  as  will  any  Federal  exploration  program 
such  as  that  provided  for  in  H.R.  6721.  which  passed  the  House  on 
January  21, 1976. 

The  Survey's  budget  justification  does  not  attempt  to  explain  the 
"reduction"  of  $6  million  for  geothermal  studies;  the  Subcommittee 
has  learned,  however,  that  this  "reduction"  is  in  reality  a  transfer  of 
responsibilities  and  resources  to  the  Energy  Research  and  Develop- 
ment Administration — thus,  it  does  not  really  indicate  a  reduction 
In  the  overall  Federal  spending  level.  It  appears  that  the  Administra- 
tion has  acted  to  achieve  an  administrative  consolidation  of  energy- 
related  activities;  but  no  evidence  has  been  presented  to  indicate  that 
this  would  not  also  represent  the  loss  of  the  expertise  and  experience 
which  the  Survey  has  in  this  field. 

Similarly,  no  justification  has  been  afforded  for  the  cut  of  $1,303,000 
for  oil  and  gas  appraisals  in  offshore  tracts,  except  for  the  statement 
that  the  displaced  funds  will  be  used  "to  meet  other  National  Pro- 
gram needs." 

The  increase  in  the  request  for  regulation  of  operations  on  Federal 
and  Indian  oil  and  gas  leases  ($7,214,000)  seems  surprisingly  large. 
The  increase  for  regulations  of  operations  on  Federal  and  Indian 
Energy  Minerals  ($1,528,000)  is  an  increase  of  132  percent.  Even 
though  the  workload  may  be  increasing  these  areas,  the  size  of  the 
budaret  request  seems  disproportionally  large  in  comparison  to  the 
additional  work  that  is  to  be  done. 

The  geography  program  requires  the  compiling  by  a  small  staff  of 
land-use  maps  for  selected  areas.  For  this  modest  effort,  $2,447,000 
seems  to  be  an  excessive  request.  No  justification  is  given  for  its  size 
which  is  the  same  as  for  the  previous  year.  If  this  amount  is  genuinely 
needed,  some  breakdown  of  expenditures  should  be  given  so  that  it 
can  be  properly  evaluated,  especially  in  light  of  the  fact  that  the 
regional  mapping  and  analysis  functions  are  to  be  reduced  in  fund- 
ing bv  $2,688,000 — reflecting  what  is  termed  the  "hisrhly  selective 
basis"  of  what  was  once  envisioned  as  a  program  aimed  at  complete 
nationwide  mapping  on  large-scale  geologic  maps. 

The  amount  budgeted  for  nuclear  energy  hydrology,  conversely,  is 
only  half  of  that  of  the  geography  program.  Considering  the  fact  that 
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this  program  consists  of  water  availability  evaluation  for  nuclear 
powerplant  siting,  estimating  of  waste  heat  discharge,  and  the  study  of 
subsurface  disposal  of  radioactive  wastes,  the  amount  of  $1,251,000 
does  not  seem  adequate,  even  though  it  is  an  increase  of  $200,000  over 
the  previous  year. 

BUREAU    OF    MIXES 

The  1977  budget  request  of  the  BOM  is  $154,370,000.  This  is  $4,524,- 
000  less  than  the  $158,894,000  in  the  budget  for  fiscal  year  76.  Although, 
in  part,  due  to  completion  of  construction  projects,  deep  cuts  in  some 
continuing  programs  and  no  increases  in  others  seems  to  indicate  that 
less  effort  will  be  exerted  by  BOM  on  important  mineral  programs. 
Particularly  disturbing  is  the  standstill  (which  actually  means  a 
reduction)  in  the  fields  of  hardrock  mineral  leasing,  and  the  Bureau's 
valuable  research  aimed  at  increasing  the  recovery  and  reuse  of  miner- 
als from  municipal,  industrial,  and  other  wastes.  Given  the  increasing 
dependence  of  the  United  States  upon  foreign  sources  of  many  critical 
minerals,  these  are  areas  that  stand  to  afford  the  greatest  long-term 
returns  for  investment  now. 

It  is  disturbing  to  note  the  sharp  reduction  in  the  request  for  funds 
for  effecting  pollution  abatement.  The  cut  of  $4,115,000  to  a  total  of 
$3,366,000  for  fiscal  year  77  seems  excessively  large  for  such  an  im- 
portant area  of  research.  The  justification  emphasizes  the  potential 
benefits  of  this  activity  but  notes  that  the  principal  restraint  is  re- 
luctance on  the  part  of  industry  to  apply  the  technology  because  costs 
are  not  immediately  recovered.  This  certainly  is  not  an  adequate 
reason,  and  no  other  is  given,  for  the  reduction  in  funds  for  this 
program. 

Advancing  minerals  technologv  is  an  area  of  critical  importance, 
yet  the  request  has  been  reduced 'by  $1,800,000  to  $12,133,000.  It  does 
not  seem  likely  that  the  objectives  of  the  program  will  be  fully  met 
at  a  lower  level  of  funding.  Moreover,  no  reason  is  given  for  the  cut. 
The  justification  makes  a  strong  case  for  having  such  a  program,  but 
it  does  not  explain  the  direction  of  the  program  budget. 

In  many  of  the  programs  listed  there  are  no  changes  indicated. 
Higher  costs  over  the  preceding  year  mean  that  many  important  pro- 
grams are  actually  being  cut  in  real  dollars.  It  is  unlikely  that  a  very 
valuable  program  such  as  information  dissemination,  on  which  many 
policy  decisions  both  in  the  Executive  and  Legislative  Branches  are 
based,  can  be  advanced  or  even  adequately  maintained.  Perhaps  with 
additional  funding,  the  inexcusable  two-year  delays  in  publishing 
the  Minerals  Yearbook  might  be  eliminated  or  at  least  substantially 
reduced.  At  present  much  of  the  information  is  obsolete  by  the  time 
it  reaches  the  users.  Much  improvement  could  be  expected  in  BOM's 
publication  performance. 

Recommendations  of  the  Subcommittee  ox  Indian  Affairs 

NEW   IXnTATTVE 

H.R.  2525,  Indian  Health  Care  Improvement  Act. — Despite  signifi- 
cant advances  in  the  health  status  of  American  Indians  and  Alaska 
Natives  in  recent  years  as  the  result  of  Indian  Health  Service  activi- 
ties, major  needs  remain  to  be  met.  For  example,  the  tuberculosis  death 
rate  among  Indians  and  Alaska  Xatives  in  1971  was  ±y2  times  that  of 
the  general  population,  while  the  infant  mortality  rate  among  Indians 
and  Alaska  Xatives  was  approximately  20  percent  greater  than  for  the 
population  at  large.  The  influenza  and  pneumonia  death  rate  was  over 
one  and  a  half  times  greater  for  Indians  and  Alaska  Natives  than  for 
the  general  population,  and  the  incidence  rate  of  such  various  diseases 
as  hepatitis,  dysentery,  diabetes  and  liver  cirrhosis  was  invariably 

31 


-249   O  -  76  -  1! 


266 


higher  among  Indians  and  Alaska  Natives.  In  addition,  otitis  media, 
a  disease  affecting  the  middle  ear  which,  if  left  untreated,  results  in 
hearing  loss,  continues  to  be  a  leading  cause  of  disability  in  Indians 
and  Alaska  Natives.  While  there  has  been  improvement  in  the  nutri- 
tional quality  of  the  food  supply  available  to  some  Indians,  substan- 
tial numbers  of  Indians  and  Alaska  Natives  still  do  not  have  sufficient 
food  or  economic  resources  to  prevent  and  overcome  mild  or  moderately 
severe  nutritional  problems. 

Efforts  to  improve  the  health  status  of  Indians  and  Alaska  Natives 
are  thwarted  by  factors  such  as  environmental  and  geographical  con- 
ditions, personnel  shortages  and  outdated  or  inadequate  facilities.  Thus 
the  frequent  lack  of  access  of  Indians  and  Alaska  Natives  is  created 
by  remote  residences,  undeveloped  or  underdeveloped  communication 
and  transportation  systems,  and  difficult,  often  severe,  conditions  of 
climate.  Moreover,  an  inadequacy  of  safe  water  and  sanitary  waste 
disposal  services  create  a  serious  hazard  to  health;  for  example,  over 
37,400  existing  and  48,960  planned  replacement  and  renovated  Indian 
housing  units  need  new  or  upgraded  water  and  sanitation  facilities. 

Shortages  of  personnel  and  service.-  are  sometimes  crucial.  For  ex- 
ample, about  one-half  of  the  Indian  Health  Service  hospitals,  four- 
fifths  of  the  hospital  outpatient  clinics,  and  one-half  of  the  health 
clinics  meet  only  80  percent  of  staffing  standards  for  their  respective 
services.  There  are,  in  addition,  insufficient  services  in  such  areas  as 
laboratory,  hospital  inpatient  and  outpatient  eye  care  and  mental 
health  services,  and  services  available  through  contracts  with  private 
physicians,  clinics,  and  agencies.  About  90  percent  of  the  surgical  oper- 
ations needed  for  otitis  media  have  not  been  performed,  over  7  percent 
of  required  dental  services  remain  to  be  provided,  and  about  98  percent 
of  hearing  aid  requirements  are  unmet. 

Finally,  only  24  of  52  Indian  Health  Service  hospitals  are  accredited 
by  the  Joint  Commission  on  Accreditation  of  Hospitals;  only  31  meet 
National  fire  and  safety  codes  and  52  locations  with  Indian  populations 
have  been  identified  as  requiring  either  new  or  replacement  health 
centers  and  stations,  or  clinics  remodeled  for  improved  or  additional 
services. 

H.R.  2525.  the  Indian  Health  Care  Improvement  Act.  is  addressed 
toward  rectifying  these  deficiencies  and  improving  the  quality  of 
Indian  health  care.  Following  is  the  H.R.  2525  fiscal  analysis  as  re- 
ported by  the  Subcommittee.  A  total  of  $198,482,000  is  requested  for 
fiscal  year  1977  to  implement  the  provisions  of  the  Subcommittee  bill 
as  passed.  The  Senate  bill  as  passed  requests  $232,224,000  for  imple- 
menting the  provisions  of  the  health  care  improvement  act.  The  Indian 
Affairs  Subcommittee  of  the  House  of  Representatives  at  the  time  of 
submission  of  this  report  estimates  that  the  final  figure  for  fiscal  year 
1977  for  the  implementation  of  H.R.  2525.  will  be  lower  than  the  Sen- 
ate bill  as  passed.  The  Subcommittee's  present  estimate  is  $216  million 
in  budget  authority  and  outlays. 

[In  thousands  of  dollars] 
Sections  J  97  7 

102— Recruitment 900 

103— Prep.    Scholarships 800 

104— Scholarships      5, 400 

105— Extern    600 

106— C.  edue.  allow 100 

Total —       7,800 

201(c)  (1)— Patient    care 2.  750 

201(c)  (2)— Field    Health 2.000 

201(c)  (3)— Dental     Health 800 
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[In  thousands  of  dollars] 
Sections  1977 

201  (e)  (4)  —Mental  Health  : 

A.  Community   Services 500 

B.  Inpatient  Facilities 200 

C.  Model  Dorms 625 

D.  Therapeutic  and  residential  treatment  centers 150 

E.  Training  of  traditional  Indian  Practitioners 75 

201(c)  (5) — Treatment  and  Control  of  Alcoholism 

201 1  e)  (6)—  Maintenance  and  Repair 3,000 

Total     10, 100 

301(a)  (1)— Hospitals      123,  880 

301(a)  (2)— Health  centers  and  health  stations 6,  960 

301(a)  (3;— Staff    housing 1,  242 

302(b) — Safe  water  and  sanitary  waste  disposal  facilities 43,000 

Total     175, 082 

506— Health  Services  for  Urban  Indians 5,  000 

603(a) — American  Indian  School  of  Medicine 500 

Grand  total 198,  482 

Operation  of  Indian  Programs  (300/302) 

FORESTRY    AXD    AGRICULTURE.    MINERALS    AXD    MIXING,    IRRIGATION    AND 

POWER 

Fiscal  year  1977  President's  budget— 834.154.000. 

1976  estimate— $36,026,000. 
Forestry — (Forest  Management.  25  USC  466) 

The  goal  of  Indian  forest  management  is  to  realize  from  the  forest 
resources  the  highest  economic  and  social  return  to  the  Indian  people, 
on  a  sustained  basis.  This  goal  is  achieved  by  carrying  out  forestry 
functions  of  timber  sale  administration,  forest  development,  forest 
protection,  inventories,  and  management  planning  and  assistance  to 
individual  Indian  entrepreneurs  and  tribal  enterprises.  Moreover, 
the  harvesting  and  processing  of  Indian  timber  provides  valuable  in- 
come and  employment  to  Indian  owners. 
A griculture—  (Snyder  Act,  25  USC  13) 

The  agriculture  program  area  includes  making  inventories  of  soil, 
range  and  water  resources;  assistance  in  the  planning  of  programs 
and  projects  for  conservation  and  use  of  farm,  ranch,  watershed  and 
other  reservation  lands:  and  assistance  in  the  application  or  installa- 
tion of  measures  for  soil,  water  and  range  conservation.  Special  em- 
phasis is  given  to  Indian  participation  in  the  making  of  decisions  that 
affect  the  development,  use  and  management  of  their  agricultural 
resources. 

The  water  resources  program,  included  herein,  provides  assistance  to 
Indians  to  inventory,  conserve,  develop  and  use  their  water  resources, 
with  particular  reference  to  water  resource  problems  and  uses  of  a 
special  nature.  The  program  area  has  only  recently  been  identified  as 
a  separate  function  within  the  scope  of  the  Forestry  and  Agriculture 
item. 

The  wildlife  and  parks  program  provides  for  the  conservation, 
development,  and  utilization  of  Indian  wildlife  and  park  resources. 
More  than  half  of  the  total  etfort  under  the  program  is  concerned 
with  fishing  by  Xorthwest  Indian  tribes. 

Minerals  and  Mining — (Mineral  lands,  25  USC  399)   (Mining  lands, 
25  USC  396) 

Little  information  is  available  to  Indian  tribes  which  would  effec- 
tively define  their  mineral  resource  development  potential.  This  is 
despite  the  fact  that  many  minerals  are  known  to  exist  on  Indian 
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reservation  lands.  These  include  coal,  oil  shale,  uranium,  oil  and  gas. 
Recent  energy  shortages  have  placed  a  high  priority  on  developing 
the  nation's  energy  potential  in  order  that  the  country  can  become 
self-sufficient  in  the  areas  of  energy.  The  development  of  energy  re- 
sources on  Indian  lands  is  a  necessary  component  of  such  develop- 
ment. It  is  therefore,  imperative  that  Indian  tribes  and  allotted  land- 
owners be  provided  with  an  inventory  of  their  mineral  resources  in 
order  that  constructive  programs  may  be  initiated  for  inclusion  of 
these  resources  in  national  programs. 
Irrigation  and  Power — (Snyder  Act,  25  USC  13) 

The  Irrigation  and  Power  program  provides  funds  to  pay  the  oper- 
ation and  maintenance  assessments  for  those  Indians  who  are  finan- 
cially unable  to  pay  their  assessments.  Paying  assessments  for  those 
Indians  who  are  financially  unable  to  pay  will  provide  those  water 
users,  both  Indians  and  non-Indian,  who  have  paid  their  assessments, 
adequate  and  proper  operation  and  maintenance  services  for  which 
they  were  required  to  pay  in  advance. 

Indian  Services  (450 ]/Jt52) 

AID   TO   TRIBAL   GOVERNMENT,    SOCIAL   SERVICES,    LAW    ENFORCEMENT, 
HOUSING 

Fiscal  year  1977  President's  budget— $154,735,000. 

1976  estimate— $139,781,000. 
Aid  to  Tribal  Governments — (Snyder  Act,  25  USC  13) 

For  the  past  four  years  the  BIA  has  operated  a  tribal  government 
development  program  which  contracted  with  small  low  income  tribes 
for  projects  designed  to  improve  the  capability  of  their  tribal  govern- 
ment. Also,  for  the  last  three  years,  the  Bureau  has  through  it's  tribal 
planning  services  program  contracted  with  tribes  for  the  development 
of  comprehensive  plans  which  recognized  tribal  goals  and  objectives 
and  were  designed  to  meet  the  socio-economic  and  environmental  needs 
of  the  reservation. 

In  fiscal  year  1977  the  BIA  will  be  operating  under  authority  of  the 
Indian  Self- Determination  and  Education  Assistance  Act,  Public  Law 
93-638.  Sec.  104  (a)  of  this  act  authorizes  grants  to  tribes  for  strength- 
ening or  improving  tribal  governments,  including  tribally  funded  pro- 
grams or  operation  of  tribal  facilities  or  resources.  It  also  authorizes 
grants  for  the  planning,  design,  monitoring  and  evaluation  of  Fed- 
eral programs  serving  the  tribes.  The  flexibility  offered  by  this  Act 
will  enable  tribes  who  were  excluded  from  the  tribal  government  de- 
velopment program  now  to  receive  funds  for  government  improvement 
projects  and  programs.  Under  the  proposed  self-determination  grants 
program  it  is  estimated  that  420  tribes  will  be  eligible  to  participate. 
Social  services — (Snyder  Act,  25  USC  13) 

The  BIA  social  services  program  provides  Indian  individuals  and 
communities  with  financial  and  social  service  assistance  which  will 
enable  them  more  effectively  to  cope  with  individual  and  community 
social  problems.  The  BIA  must  administer,  in  this  regard,  a  program 
of  social  services  on  every  major  Federal  reservation  and  in  the  BIA 
administrative  jurisdictions  in  Alaska  and  Oklahoma.  Such  services 
are  provided  only  when  they  are  not  available  through  State  or  local 
public  welfare  agencies.  The  specific  operation  elements  of  this  pro- 
gram are  general  assistance,  child  welfare  assistance,  and  miscellane- 
ous and  social  services  assistance. 
Law  enforcement — (Snyder  Act,  25  USC  13) 

The  BIA's  law  enforcement  program  operates  in  18  states  where  it 
provides  enforcement,  judicial  and  detention  services  to  Indian  com- 
munities with  a  total  population  of  over  375,000.  The  total  Indian 
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criminal  justice  system  was  the  subject  of  an  extensive  study  recently 
completed  which  recommends  a  phased  upgrading  of  the  operating 
elements  of  the  criminal  justice  system  to  a  point  where  Indian  com- 
munities can  expect  to  receive  exemplary  service.  As  a  result  of  the 
study,  the  fiscal  year  1976  President's  budget  was  amended  to  provide 
significantly  increased  resources  as  the  first  increment  in  an  imple- 
mentation program  of  improvements  in  enforcement  of  judicial  and 
detention  operations  as  well  as  associated  support  services  such  as 
training  and  inspection/evaluation.  The  Bureau  proposes  that  fund- 
ing be  continued  at  approximately  the  fiscal  year  1976  level  in  order  to 
establish  a  firm  operating  base  which  will  provide  experience  to  both 
the  Bureau  and  the  Tribes  from  which  further  improvements  can  be 
planned. 

Housing—  (Snyder  Act,  25  USC  13) 

The  long-range  goal  of  the  BIA's  housing  program  is  to  eliminate 
substandard  housing  on  Indian  reservations.  To  accomplish  this  will 
require  construction  of  51,000  new  homes  and  repair  of  26,600  existing 
houses.  The  Bureau  proposes  for  fiscal  year  1977  to  provide  400  new 
homes  through  the  housing  improvement  program  (HIP),  and  2500 
renovations  and/or  enlargements.  The  Bureau  must  also  provide  staff 
and  technical  assistance  to  approximately  134  local  Indian  housing 
authorities  to  which  the  Department  of  Housing  and  Urban  Develop- 
ment has  committed  over  12,500  units.  This  assistance  will  enable  tribes 
to  acquire  and  manage  HUD  sponsored  housing.  The  Housing  and 
Community  Development  Act  of  1974  contains  the  first  statutory  set 
aside  (in  terms  of  units)  for  housing  construction  financed  by  the 
Department  of  HUD.  It  requires  the  direct  support  of  the  Bureau 
Housing  Development  program  which  provides  technical  and  ad- 
ministrative assistance  to  Indian  Housing  authorities  in  developing 
housing  project  applications  and  proposals  for  financial  assistance 
under  the  Federal  housing  programs  as  well  as  technical  contraction 
management  and  inspection.  In  addition,  the  Bureau  is  responsible  for 
the  coordination  of  various  other  agency  inputs  (roads,  water  and 
sewer)  necessary  to  complete  construction. 

Tribal  resources  development — (Business  Enterprise,  Credit,  Direct 
Employment,  Eoads  Maintenance  Indian  Action  Program) 
Fiscal  year  1977  President's  budget  estimate— $54,590,000. 
Fiscal  year  1976  estimate— $52,552,000. 

Business  enterprise — (Indian  Financing  Act,  25  U.S.C.  1521) 

The  objective  of  this  program  is  to  assist  Indians  to  increase  their 
levels  of  employment  and  income  in  their  home  communities  by  the 
establishment  and  or  expansion  of  business  enterprises  on  or  near  reser- 
vations with  emphasis  on  Indian  ownership,  entrepreneurship  and 
management,  The  fiscal  year  1977  funding  requested  for  this  activity 
includes  $8.5  million  for  business  grants  authorized  under  the  Indian 
Financing  Act  of  1974.  Fiscal  year  1977  is  the  third  and  last  year  that 
appropriations  for  this  purpose  are  authorized  under  this  Act,  The 
BIA  states  that  the  1977  agenda  for  this  program  includes  (1)  work- 
ing with  tribes  in  the  preparation  of  inventories  of  their  local  business 
resources;  (2)  developing  and  disseminating  information  about  the 
advantages  of  locating  in  Indian  areas;  (3)  cooperating  with  the 
American  Indian  Travel  Commission  in  its  effort  to  develop  Indian 
tourism  resources  (4)  assisting  Indian  tribes  to  find  various  sources 
of  financing  to  fund  business  ventures;  (5)  assisting  Indian  tribes  in 
their  efforts  to  establish  Indian-owned  and  operated  financial  institu- 
tions including  a  banking  system;  (6)  market  analyses,  feasibility 
determination,  development,  plans,  and  business  evaluations;  and  (7) 
working  with  SBA,  GSA,  and  private  industry  to  obtain  private  and 
government  contracts  for  Indian  products  and  services. 
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Craft*— (Revolving  Fund,  25  U.S.( !.  482) 

The  BIA's  Credit  and  Financial  Assistance  Program  was  established 
to  assist  Federally-recognized  Indian  tribes  and  other  organizations 
and  individual  Indians  to  obtain  financing  needed  to  develop  and 
utilize  their  own  resources  to  improve  economic  conditions  on  Indian 
reservations.  The  1977  program  will  include  technical  services  to  assist 
in  evaluating  proposed  investment  ventures,  work  with  banks  and 
other  financial  institutions  to  develop  loan  programs  for  Indians, 
assistance  to  Indians  in  obtaining  credit  from  other  Federal  Agencies 
and  private  sources,  and  administration  of  the  Indian  Revolving  Loan 
Fund. 

The  Bureau  provided  selected  data  which  follows  : 


Unit  of 

Fiscal  year— 

1975,  actual 

1976, 

1977, 

measure 

(tentative) 

estimate 

estimate 

BIA  supervised  direct  loans— new __ 

Number 

5,761 

9,036 

12,161 

Do _ 

Million  of 

dollars. 

18.1 

38.1 

48.5 

BIA  supervised  direct  loans— outstanding  (EOY) 

Number 

11,554 

13,003 

15,  236 

Do 

Million  of 

dollars. 

85.6 

105.6 

116.7 

BIA  assisted  commercial  loans— new 

Number 

4,991 

23,  500 

23,  500 

Do _. 

Million  of 

dollars. 

18.3 

22.3 

22.3 

Assisted  other  Federal  loans— new 

Number 

1,052 

1,750 

1,750 

Do._ 

Million  of 

dollars. 

25.2 

35.7 

35.7 

Direct  employment — (Vocational  Training,  25  USC  1521) 

Unemployment  and  underemployment  problems  among  Indians 
necessitate  training  programs  in  employable  skills,  assistance  to  In- 
dians who  possess  such  skills  in  finding  suitable  employment  (both  on 
the  reservation  and  in  urban  areas),  and  helping  Indian  individuals 
in  establishing  themselves  where  the  jobs  are.  The  Direct  Employment 
Program  seeks  to  accomplish  these  tasks  by  Providing  placement  serv- 
ices, on-the-job  training  on  or  near  Indian  reservations,  and  formalized 
vocational  training. 

Road,  maintenance — (Indian  Reservation  Roads.  25  USC  318a) 

Road  maintenance  services  are  required  on  more  than  24,642  miles 
of  Indian  roads  on  179  reservations.  Maintenance  priorities  are  estab- 
lished locally  in  terms  of  levels  of  service  and  available  funding.  Gen- 
erally the  higher  levels  of  service  are  scheduled  for  those  routes  with 
the  highest  sustained  traffic  volume  and  school  bus  routes.  Paved  roads 
normally  receive  high  priority  for  maintenance  services. 

Indian  action  program — (Vocational  Training,  25  USC  309) 

The  Indian  Action  Team  program  is  designed  to  complement  new 
Administration  policies  on  Indian  contracting,  on-the-job  training, 
individual  and  tribal  work  experience,  adult  vocational  training,  tribal 
management  training  and  development,  and  tribal  business  and  enter- 
prise development.  Goals  of  the  program  are  to  develop  emplovment 
opportunities,  a  productive  work  force,  and  the  stimulation  of  Indian 
self-determination.  In  the  latter  regard,  there  have  been  increasing 
requests  from  tribes  to  contract  directly  for  operation  and  management 
of  Indian  Manpower  and  Tribal  Enterprise  Development  Programs, 
enabling  Indians  to  construct,  operate,  maintain,  and  manage  their 
own  facilities.  In  fiscal  year  1977  the  Bureau  estimates  that  the  pro- 
gram will  fund  approximately  55  contracts  with  about  1800  Indian 
participants  involving  over  200  tribes. 
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Trust  responsibilities — (Indian  Rights  Protection,  Real  Estate  and 
Financial  Trust  Services) 
President's  fiscal  year  1977  estimate— $24,010,000. 
Fiscal  year  1976  estimate— $22,394,000. 

Indian  rights  protection — (Snyder  Act,  25  USC  13  and  XEPA  Act  of 
1969) 

The  Bureau  states  that  the  Rights  Protection  program  area  includes 
the  function  of  directing  every  aspect  of  the  Interior  Department's  ef- 
fort to  assert  and  protect  the  rights  of  Indians  in  their  trust  property : 
(1)  to  identify  all  Indian  water  rights  problems  on  every  Federally- 
recognized  land  base  (277  reservations)  ;  (2)  develop  technical  in- 
formation and  comprehensive  lists  of  potential  land  and  water  uses 
for  Indian  reservations  and  communities  needed  to  develop  economical- 
ly, including  nature  of  and  location  of  such  use;  (3)  coordinate  initiat- 
ing action,  both  initial  or  corrective,  needed  to  establish  or  defend  In- 
dian water  rights,  and  other  rights  of  Indians  in  their  natural  re- 
sources; (4)  coordinate  the  preparation  of  water  adjudication  suits 
for  submission  through  the  Interior  Department  Solicitor  to  the  De- 
partment of  Justice;  (5)  coordinate,  guide  and  supervise  the  Depart- 
ment's agencies,  Bureau  field  staffs,  and  tribes,  and  advise  and  inform 
tribal  attorneys,  in  all  Indian  rights  efforts;  and  (6)  carry  out  all 
above  activities  with  continuing  consultation  with  the  affected  Indian 
tribes. 

In  fiscal  year  1976  between  fifty  and  sixty  rights  issues  were  resolved, 
and  in  fiscal  year  1977,  the  Bureau  plans  to  undertake  resolution  of  an 
estimated  60  unresolved  Indian  rights  issues.  The  Bureau  defines  an 
"issue"  as  "any  point  in  question  or  matter  that  is  in  dispute  that  per- 
tains to  the  Bureau's  trust  or  legal  responsibility  relative  to  all  matters 
involving  Indian  rights,  including  those  arising  out  of  tribal 
sovereignty." 

Real  estate  and  financial  trust  services — (Snyder  Act,  25  USC  13  and 
151) 
The  Real  rotate  Services  program  is  designed  to  provide  counseling, 
management,  and  appraisal  services  pursuant  to  the  special  trust  rela- 
tionship which  exists  between  the  United  State-  and  Indian  individ- 
uals or  tribes  owning  interests  in  trust  lands  or  resources.  Two  basic 
responsibilities  are  carried  out:  (1)  provision  of  planning,  consulta- 
tion, evaluation  and  management  services  to  Indians  and  tribal  orga- 
nizations involved  in  the  decisionmaking  process  affecting  the  utiliza- 
tion, development,  and  protection  of  their  trust  lands;  (2)  provision 
of  those  technical  services,  facilities,  reviews,  and  recommendations 
necessary  in  the  above-mentioned  process,  in  compliance  with  existing 
statutes. 

General  management  and  facilities  operation — (Management  and  Ad- 
ministration, Program  Support  Services.  Facilities  Management) 
President's  fiscal  vear  1977  estimate— $76,174,000. 
Fiscal  year  1976  estimate— $73,746,000. 

Management  and  administration — (Snyder  Act,  25  USC  13) 

This  activity  provides  for  general  management  functions  including 
executive  direction  and  other  general  management  and  administrative 
services  such  as  policy  formulation,  development  of  systems  and  proce- 
dures, program  planning  and  analysis,  budget,  audit,  contract  super- 
vision and  monitoring  involved  in  many  orientation  activities  which 
are  undertaken  to  explain  and  implement  new  policies  and  procedures. 
Emphasis  is  being  placed  on  Indian  self-determination,  leading  to  more 
tribal  participation  in  the  entire  program  planning  and  development 
process.   This  involvement  includes  a  voice  in  the  development  of 
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agency  budgets,  workshops  and  meetings,  and  the  periodic  feedback  of 
information. 

Program  support  services — (Safety  Program,  5  USC  7902;  Employ- 
ment Compensation,  Public  Law  86-767) . 
The  Safety  Management  Program  assises  tribal  councils,  Indian 
owned  enterprises  and  all  Bureau  facilities  to  meet  safety  standards. 
Emphasis  will  be  placed  on  safety  inspections  and  safety  training 
under  requirements  of  the  Construction  Safety  Act  and  OSHA.  The 
BIA  also  contracts  with  the  National  American  Indian  Safety  Coun- 
cil, Inc.,  to  provide  safety  training.  This  Council  provides  reservation 
and  industrial  inspections,  safety  training  and  also  survey  needs  rela- 
tive to  safety  and  accident  prevention  programming. 

Facilities  management — (Snyder  Act,  25  USC  13) 

The  repair  and  maintenance  of  buildings  and  utilities  is  a  con- 
tinuing program.  The  Bureau  operates  and  maintains  8736  buildings 
at  400  separate  locations,  included  among  which  are  77  boarding: 
schools,  19  dormitories  and  117  day  schools. 

Construction — (Irrigation  Systems,  Buildings  and  Utilities) 
Irrigation  systems — (Snyder  Act,  25  USC  13) 

President's  fiscal  year  1977  estimate— $29,600,000. 

Fiscal  year  1976  estimate— $31,650,000. 

The  fiscal  year  1977  budget  estimate  for  this  category  will  provide 
a  program  for  the  Navajo  Indian  Irrigation  Project  being  constructed 
by  the  Bureau  of  Reclamation  and  also  for  a  program  for  the  BIA 
for  the  improvement,  rehabilitation,  betterment,  and  extension  of 
Indian  irrigation  projects  and  related  power  systems. 

Buildings  and  utilities 

President's  fiscal  year  1977  estimate— $16,663,000. 

Fiscal  year  1976  estimate— $47,522,000. 

This  program  provides  construction  funds  for  construction  of  a 
water  line  for  the  Navajo  Indian  Irrigation  Administration  Build- 
ing; rehabilitation  center  at  Pine  Ridge;  water  exploration  and  de- 
velopment; technical  assistance;  purchase  of  equipment  for  projects 
previously  funded  for  construction;  and  replacement  of  educational 
facilities  for  Bureau  schools. 

Indian  reservation  roads — (25  USC  318a) 

President's  fiscal  year  1977  estimate— $27,205. 

Fiscal  year  1976  estimate — 0. 

The  Bureau  is  responsible  for  maintaining  24,642  miles  of  roads 
on  179  reservations.  An  adequate  road  system,  well  maintained  is 
vital  to  Indian  education,  health,  and  economic  development.  Indian 
reservation  roads  are  authorized  by  the  Federal  Aid  Highway  Act. 
When  no  other  appropriations  is  available  under  this  Act,  this  pro- 
gram, the  Indian  Reservation  Roads,  is  available.  The  appropriation 
authorizes  material,  equipment,  supervision,  and  engineering,  and 
the  employment  of  Indian  labor  in  the  survey,  improvement,  con- 
struction, and  maintenance  of  Indian  reservation  roads. 

Miscellaneous  appropriations — (Claims  and  Treaty  Obligations,  Op- 
eration and  Maintenance  of  Indian   Irrigation   Systems,   Power 
Systems,  Irrigation  Projects) 
Act  of  Feb.  19. 1831;  Act  of  Nov.  11, 1794;  Treaty  of  Sept.  24,  1857 

Act  of  March  2,  1889 ;  Maintenance  Charges,  25  USC  385 ;  Revenue 

from  Power,  60  Stat.  895  and  65  Stat.  254. 
President's  fiscal  year  1977  estimate— $12,666,000. 
Fiscal  year  1976  estimate— $12,666,000. 
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Claims  and  treaty  obligations 

Payments  under  this  entry  are  made  to  fulfill  treaty  obligations 
with  the  Senecas  of  New  York  (Act  of  Feb.  19.  1831) ,  the  Six  Nations 
of  New  York  (Act  of  Nov.  11,  1974),  and  the  Pawnees  of  Oklahoma 
(Treaty  of  Sept.  24,  1857),  and  to  benefit  claims  to  the  Sioux  Indians 
(Acts  of  March  2,  1889,  June  10,  1896,  and  June  21,  1906). 

Operation  and  maintenance,  Indian  irrigation  systems 

Revenues  derived  from  charges  for  operation  and  maintenance  of 
Indian  irrigation  projects  are  used  to  defray  in  part  the  cost  of  oper- 
ating and  maintaining  these  projects  (60  Stat.  895) . 

Power  systems,  Indian  irrigation  projects 

Revenues  collected  from  the  sale  of  electric  power  by  the  Colorado 
River,  Flathead,  and  San  Carlos  power  systems  are  used  to  operate 
and  maintain  these  systems  (60  Stat.  895 ;  65  Stat.  254) . 

Revolving  fund  for  loans — (Revolving  Fimd.  25  USC  482)   (Indian 

Financing  Act  of  1974,  Public  Law  93-262) 

The  Indian  Revolving  Loan  Fund  was  established  by  the  Indian 
Financing  Act  of  1974,  (Public  Law  93-262).  Authorizations  for 
three  separate  loan  funds  were  combined  into  the  one  fund. 

Additional  appropriations  of  $50  million  to  the  fund  were  author- 
ized, bringing  to  $77  million  the  total  authorization.  The  fund  is  used 
to  provide  a  source  of  credit  for  Indians  who  cannot  borrow  from 
other  Government  sources  or  from  ordinary  commercial  lenders  be- 
cause of  their  low  economic  status,  isolated  geographic  location,  or 
lack  of  bankable  security.  Direct  loans  are  made  from  the  fund  to 
Indian  tribes  and  other  organizations  for  economic  development  pur- 
poses on  or  near  the  reservation  and  for  relending  to  tribal  members 
through  tribal  relending  programs. 

No  funds  are  requested  in  fiscal  year  1977.  Of  the  $50  million  au- 
thorized by  the  Indian  Financing  Act.  $9  million  remains  unfunded. 
The  Bureau  anticipates  that  cash  balances  of  $6.1  million  will  be 
available  for  loans  at  the  start  of  fiscal  year  1977.  Anticipated  collec- 
tions during  the  year  amount  to  $8.2  million.  The  $14.3  million  avail- 
able will  fund  the  projected  fiscal  vear  1977  direct  loan  program. 

President's  budget  estimate  for  fiscal  year  1977 — 0. 

Fiscal  year  1976  estimate— $3,000,000. 

Indian  loan  guaranty  and  insurance  fund — (Indian  Financing  Act  of 

1974,  Public  Law  93-262) 

The  Loan  Guarantee  and  Insurance  Fund  was  established  by  the 
Indian  Financing  Act  of  1974  (Public  Law  93-262).  The  Act  author- 
ized the  appropriation  of  $20  million  for  each  of  the  three  fiscal  years 
1975,  1976,  and  1977  for  operation  of  the  fund,  to  pay  interest  sub- 
sidies and  for  administrative  expenses  under  the  Act.  The  Loan 
Guaranty  and  Insurance  Fund  will  provide  additional  incentives  to 
private  lenders  to  loan  more  money  for  Indian  economic  projects. 
It  is  estimated  that  approximately  $52  million  in  loans  will  be  gen- 
erated through  the  Loan  Guaranty  and  Insurance  fund  for  fiscal  vear 
1977. 

President's  budget  estimate  for  fiscal  vear  1977— $20,000,000. 

Fiscal  year  1976  estimate— $10,000,000. 

Liquidation  of  Hoonah  housing — (Transfer  from  Housing  and  Home 
Finance  Agency)   (Aug.  8,  1958,  Public  Law  85-806) 

Outlay.—  (1976  estimate)— $13,000,000  to  implement  Public  Law 
85-806. 

1977  estimate— $13,000,000. 

This  fund  was  transferred  from  the  Housing  and  Home  Finance 
Agency  to  the  Secretary  of  the  Interior  under  the  provisions  of  Public 
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Law  85-806.  The  Secretary  will  use  the  funds  transferred  from  the 
Housing  and  Home  Finance  Agency,  along  with  any  other  revenues 
that  may  be  received  from  the  Hoonah  housing  project,  for  the  pur- 
pose of  meeting  unpaid  mortgage  payments  accrued  by  said  project  in 
accordance  with  the  provisions  of  the  law. 

Trust  funds—  (Tribal  Funds,  25  U.S.C.  123, 155,  and  451) 
President's  fiscal  year  1977  estimate— $267,089,000. 
Fiscal  year  1976  estimate— $261,358,000. 

Tribal  funds  are  deposited  into  the  U.S.  Treasury  pursuant  to  var- 
ious acts  of  Congress,  to  be  made  available  for  expenditure  for  the  use 
and  benefit  of  the  respective  tribal  groups.  Approximately  300  Indian 
tribes,  bands  or  identifiable  groups  have  some  700  accounts  which  are 
maintained  separately  by  the  BIA  in  a  consolidated  account  in  the 
U.S.  Treasury.  These  are  used  to  conduct  tribal  financial  programs, 
enterprises,  businesses,  per  capita  payments  and  other  tribal  affairs. 
Approximately  fifty  percent  of  tribal  income  is  derived  from  judge- 
ments or  awards  made  pursuant  to  either  general  or  specific  acts  of 
Congress.  The  remainder  of  the  funds  is  derived  from  Federal  man- 
agement of  tribal  real  properties,  the  title  to  which  is  held  in  trust  by 
the  United  States  for  the  tribes.  Tribal  funds  are  available  for  various 
purposes,  under  various  acts  of  Congress  and  are  subject  to  the  provi- 
sions of  tribal  constitutions,  bylaws,  charters  and  resolutions  of  the 
various  tribes,  bands,  and  groups.  The  Act  of  Oct.  19,  1973  (87  Stat. 
466)  provides  general  authority  for  the  distribution  of  funds  appro- 
priated in  satisfaction  of  judgements  of  the  Indian  Claims  Commis- 
sion and  the  Court  of  Claims,  subject  to  certain  conditions,  including 
the  development  of  a  plan  for  the  use  of  the  funds.  Funds  derived 
from  the  management  of  tribal  trust  properties  are  available  for  tribal 
use  in  accordance  with  approved  budgets  under  permanent,  annual  or 
indefinite  authorizations. 

Navajo-Hopi  settlement  program — (88  Stat.  1712,  Public  Law  93-531) 

President's  fiscal  year  1977  estimate— $2,040,000. 

Fiscal  year  1976  estimate— $2,115,000. 

It  is  proposed  to  fund  the  second  increment  of  the  Navajo-Hopi  set- 
tlement programs  in  fiscal  year  1977.  The  first  increment  is  contained 
in  the  fiscal  year  1976  budget  in  the  amount  of  $2,115,000.  The  $2,040,- 
000  proposed  for  fiscal  year  1977  when  added  to  the  fiscal  year  1976 
appropriation  will  provide  $2.3  million  for  livestock  reduction  and 
$1.8  for  restoration  and  fencing  over  the  two-year  period. 

Public  Law  93-531,  enacted  December  22,  1974,  provides  for  final 
settlement  of  the  conflicting  rights  and  interests  of  the  Hopi  and 
Navajo  Tribes  to  and  in  lands  lying  within  the  joint-use  area  of  the 
reservation  established  by  the  Executive  Order  of  December  16,  1882, 
and  lands  lying  within  the  reservation  created  by  the  Act  of  June  14, 
1934.  Sections  of  the  Act  direct  the  Secretary  of  the  Interior  to  imple- 
ment stock  reduction,  boundary  surveys,  to  institute  such  conservation 
practices  and  methods  within  the  area  as  to  the  maximum  extent 
feasible,  and  to  pay  any  and  all  appropriate  legal  fees,  court  costs, 
and  other  related  expenses  brought  by  the  Navajo  or  Hopi  Tribes  to 
determine  their  rights  and  interests  in  the  Moencopi  area.  Funds  have 
been  authorized  for  these  purposes  to  remain  available  until  expended. 
Early  relocation  of  households  now  being  proposed  by  the  Relocation 
Commission  will  also  require  that  the  above  funding  be  available. 
Voluntary  relocation  could  not  be  accomplished  until  the  household 
has  received  reimbursement  for  their  livestock. 

Navajo  and  Hopi  Relocation  Commission  activities —  ( Public  Law  93- 
531;  88  Stat.  1712;  Sec.  12-15) 
President's  budget  estimate  fiscal  year  1977— $500,000. 
Fiscal  year  1976  estimate— $12,700,000. 
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Function  750:  Law  Enforcement  and  Justice 

Subf unction :  752  Federal  Judicial    Activities 

Hearing  and  adjudication  of  Indian  claims  by  tribes,  groups,  or  other 
identifiable  bands — (Act  of  Aug.  13.  1946,  as  amended;  60  Stat. 
1049;25U.S.C.70) 

President's  fiscal  year  1977 estimate— $1,530,000. 

Fiscal  year  1976  estimate— $1,411,000. 

The  Indian  Claims  Commission  was  established  to  provide  a  forum 
from  the  hearing  and  adjucation  of  all  claims  by  Indian  tribes 
against  the  United  States  that  arose  prior  to  1946.  The  claims  were 
required  to  be  filed  within  five  years  or  be  forever  barred,  and  the 
Commission  was  given  until  1957  to  complete  its  work. 

Owing  to  the  extremely  large  number  of  claims  tiled  and  the  com- 
plexity of  such  claims,  however,  Congress  was  had  to  extend  the 
life  of  the  Commission  four  times.  The  Act  of  July  24.  1956  (70  Stat. 
624)  extended  the  Commission  until  1962;  The  Act  of  June  16,  1961 
(75  Stat.  92)  extended  it  until  L967;  the  Act  of  April  10,  1967  (81 
Stat.  11),  extended  it  until  April  10, 1972  and  expanded  its  membership 
from  three  to  five  commissioners;  and  the  Act  of  March  30,  1972  (86 
Stat.  115)  provided  for  yet  another  extension — until  April  10,  1977. 
The  1972  Act  provided  that  upon  its  expiration  date,  the  records  and 
files  of  the  Commission  in  all  pending  cases  (should  there  be  any)  are 
to  lx>  transferred  to  the  U.S.  Court  of  Claim-,  in  which  authority  to 
adjudicate  all  cases  under  the  provisions  of  Sec.  2  of  the  original 
Indian  Claims  Commission  Act  of  1946  shall  be  vested.  At  present  a 
total  of  615  claims  have  been  docketed.  As  of  Dec.  31, 1975.  J 47  dockets 
had  been  finally  disposed  of,  and  168  dockets  were  pending. 

Subfunction  751:  Federal  Law  Enforcement  and  Prosecution 

Indian  claims—  (Act  of  Aug.  13  .  1946,  as  amended  ;  60  Stat.  1049;  25 
U.S.C.  70n,  See.  15)    (Department  of  Justice,  Division  of  Land 
and  Natural  Resources) 
President's  fiscal  year  1977  estimate-  $1,236,000. 
Fiscal  year  1976  estimate— $1,229,0<  H  >. 

This  item  is  authorized  by  Sec.  15  of  the  Indian  Claims  Commission 
Act  of  l(->46  (60  Stat.  1053)  expenses  incurred  in  the  representation 
of  the  United  States  in  claims  heard  before  the  Indian  (Maims  Com- 
mission. 

Ahiskn  Natvoi  Claims  Settlement  Act — (Public  Law  92-203) 
President's  budget  for  fiscal  year  1977  estimate— $32,200,000. 
Fiscal  year  1976 estimate— $82,200,000. 

The  Alaska  Native  (Maims  Settlement  Act  of  1971  (Public  Law  92- 
203)  provided  for  conveyance  of  both  property  title  and  monetary 
award  to  Alaska  natives  in  settlement  of  their  aboriginal  land  claims. 
The  Act  conveyed  title  to  approximately  40  million  acres  to  the  Natives 
and  a  cash  settlement  totaling  approximately  one  billion  dollars.  The 
land  and  monetary  reserves  are  controlled  by  a  complex  arrange- 
ment of  Native  Corporations  established  by  the  Act.  Sec.  6  of  this  Act 
established  the  Alaska  Native  fund  into  which  $462,500,000  was  de- 
posited from  the  general  fund  of  the  U.S.  Treasury,  and  authorized 
to  be  appropriated  as  follows:  $12,500,000  during  the  fiscal  year  in 
which  the  Act  became  effective  (1972)  ;  $50,000,000  during  the  second 
fiscal  year;  $70,000,000  during  each  of  the  third,  fourth  and  fifth  fiscal 
years;  $40,000,000  during  the  sixth  fiscal  year:  and  $30,000,000  during 
each  of  the  next  five  fiscal  years. 
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Land-use  planning  activities — (Alaska  Native  Claims  Settlement  Act 
(Public  Law  92-203)    (85  Stat.  688)   (Sec.  17  (a)    (9)   (A)) 

President's  fiscal  year  1977  estimate— $120,000. 

Fiscal  year  1976  estimate— $1,475,000. 

The  Joint  Federal  State  Land  Use  Planning  Commission  for  Alaska 
was  established  in  accordance  with  Sec.  17  of  the  Alaska  Native  Claims 
Settlement  Act  and  by  Act  of  the  State  of  Alaska.  The  Commission 
commenced  its  activities  in  June  1972.  The  work  program  approved 
by  the  full  Commission  emphasizes  policy  studies  and  issue  analyses 
directed  toward  both  short-term  problems  requiring  immediate  solu- 
tion and  anticipated  long-term  conflicts  necessitating  institutional  ar- 
rangements to  handle  such  conflicts. 

Recreational  Resources    (303) 

Management  and  protection  of  mammals  and  noninigratory  birds — 
(Public  Law  92-203;  85  Stat  688;  Alaska  Native  Claims  Settle- 
ment Act;  43  USC  1601-1624)  (Sec.  2(c),  14(h),  17(a),  6(b),  17 
(c)(1)  (2), 22(e)  (f)  (g) 

President's  fiscal  year  1977  estimate— $702,000. 

Fiscal  year  1976  estimate— $58,000. 
Interpretation  of  wildlife  resources  and  wildlife  oriented  recreation — 
(Public  Law  92-203;  85  Stat  688;  Alaska  Native  Claims  Settle- 
ment Act;  43  USC  1601-1624)  Sec.  2(c),  14(h),  17(a),  16(b),  17 
(c)(1)  (2), 22(e)  (f)  (g) 

President's  fiscal  year  1977  estimate— $26,000. 

Fiscal  year  1976  estimate— $25,000. 
Management  and  protection  of  migratory  birds — (Public  Law  92-203 ; 
85  Stat  688 ;  Alaska  Native  Claims  Settlement  Act;  43  USC  1601- 
1624)  Sec.  2(c),  14(h),  17(a), 6(b),  17(c)  (1)  (2), 22(e)  (f)  (g) 

President's  fiscal  year  1977  estimater-$287,000. 

Fiscal  year  1976  estimate— $422,000. 

Health  Care  Services  {551) 

Indian  health  services,  patient  care  (research,  maintenance  and  repair, 
patient  care  and  escort  travel  for  patients)  —  (58  Stat.  682 ;  Public 
Health  Services  Act  of  1912  as  amended;  42  USC  201  et  seq.) 
Title  III  Sec.  301 
President's  fiscal  year  1977  estimate— $10,704,000. 
Fiscal  year  1976  estimate— $10,037,000. 
Indian  health  services  (space  rental,  books,  printing,  uniforms  for 
patient  care) — Title  V.  Sec.  509 
President's  fiscal  vear  1977  estimate— $1,833,000. 
Fiscal  year  1976  estimate— $1,697,000. 
Indian  health  services — (Snvder  Act  of  1921,  amended  by  Public  Law 
83-586.  68  Stat,  658 ;  the  Indian  Transfer  Act  of  1954^  as  amended ; 
42  USC  2001.  Sec.  1) 
President's  fiscal  vear  1977  estimate— $302,057,000. 
Fiscal  year  1976  estimate— $268,565,000. 

The  Indian  Health  Service  is  the  primary  Federal  health  resource 
for  more  than  500,000  Indians  and  Alaskan  Natives.  The  goal  of  the 
Indian  Health  Service  is  to  raise  the  health  status  of  Indians  and 
Alaska  Natives  to  the  highest  possible  level.  To  do  so,  the  IHS  pro- 
vides direct  health  services  to  Indians,  Eskimos  and  Aleuts  in  51  hos- 
pitals, 99  health  centers  (including  27  school  health  centers)  and 
several  hundred  other  health  stations.  This  program  includes  a  pre- 
ventive health  component  consisting  of  sanitation  and  dental  care, 
public  health  nursing,  health  education  and  field  medical  programs, 
such  as  mental  health,  eye  care,  public  health  nutrition,  and  social 
services.  In  addition,  the  Indian  Self-Determination  and  Education 
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Assistance  Act  of  1975  (Public  Law  93-638)  has  provided  the  Indian 
people  with  the  opportunity  to  assume  control  of  their  own  programs 
through  new  contract  and  grant  authority  for  administration  of  func- 
tions and  services  performed  by  the  Indian  Health  Service. 

Health  Planning  and  Construction  (554) 

Indian  hospitals — (Construction — Snyder  Act  of  1921,  as  amended 
by  Public  Law  83-568 :  68  Stat.  658 ;  the  Indian  Transfer  Act  of 
1954,  as  amended ;  42  USC  2001,  Sec.  1) 

President's  fiscal  year  1977  estimate— $7,900,000. 

Fiscal  year  1976  estimate— $12,940,000. 

Outpatient  care  facilities — (Construction) — (see  above — also  sec.  1) 
President's  fiscal  year  1977  estimate — $0. 
Fiscal  year  1976  estimate— $1,000,000. 

Personnel  quarters — (Construction) — see  above — also  sec.  1) 
President's  fiscal  vear  1977  estimate — $0. 
Fiscal  year  1976  estimate— $1,872,000. 

Sanitary  facilities — (see  above  and  Sec.  4  (as  amended  by  Public  Law 
86-121,  the  Sanitary  Facilities  Construction  Act) 
President's  fiscal  year  1977  estimate— $38,445,000. 
Fiscal  year  1976  estimate— $38,554,000. 

Health  planning  and  construction 

Of  the  existing  51  Indian  Health  Service  hospital  facilities,  28 
were  constructed  between  1912  and  1939,  6  between  1940  and  1954  and 
17  between  1955  and  1976.  Continued  Presidential  and  Congressional 
interest  has  substantially  contributed  to  the  alleviation  of  facility 
inadequacy.  At  the  present  time,  for  example,  replacement  facilities 
at  Philadelphia,  Miss.,  Owyhee,  Nevada,  and  Zuni,  N.M.,  are  either 
complete  or  nearing  completion.  A  replacement  hospital  at  Claremore, 
Okla.,  is  under  construction  and  should  be  admitting  patients  in  the 
early  spring  of  1977.  These  are  but  a  few  examples  cited  by  the  Indian 
Health  Service  as  part  of  its  ongoing  program  of  health  planning  and 
construction.  In  addition,  the  Service  notes  that  water  scarcity  and 
lack  of  adequate  facilities  for  disposal  of  human  and  household  wastes 
is  a  major  deterrent  to  good  health  for  Indians  and  Alaska  Natives. 
Thus  a  combined  Federal-tribal  effort  is  being  exerted  to  overcome 
this  deficiency  to  the  highest  degree  possible.  The  Service  estimates 
that  through  fiscal  year  1976  approximately  95.000  Indian  and  Alaska 
Native  homes  will  have  been  included  in  projects  to  provide  new  or 
improved  sanitation  facilities.  Included  in  this  number  are  47,000  new 
or  improved  homes  which  were  or  are  being  built  under  Federal  or 
tribal  housing  programs. 

TABLE  1—  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR 
MODIFICATION  OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  thousands  of  dollars] 


Subcommittee 
President's  request              recommendation 

Major  issue  or  program 

Budget 
Budget                            authority          Outlays 
authority         Outlays   (difference)   (difference) 

Comment 

Indian  Claims  Commission 

1,530             1,530             1,650             1,650 
(+120)          (+120) 

Continuation    of    Indian    Claims 
Commission:    The   committee 
estimates  provide  for  an  addi- 
tional $120,000  which  is  the 
estimated  mandatory  cost-of- 
living  increase  for  agency  staff 
members. 
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TABLE  2.— LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
|ln  millions  of  dollars] 


Legislative  initiative  authority  Outlays    Comment 


(H.R.  2525)  Indian  Health  Care  216  216    The  Senate  has  passed  an   Indian   health   bill   providing 

Improvement  Act.  $232,000,000  in  budget  authority  and  outlays.  The  House 


bill  ordered  reported  provides  $193,000,000  in  budget 
authority  and  outlays.  Although  the  final  authorization 
level  is  not  known  at  this  time,  it  will  most  likely  not  exceed 
the  Senate  version.  The  subcommittee  estimates  that  final 
budget  authority  and  outlays  will  be  $216,000,000. 


TABLE  3.-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  thousands  of  dollars] 


Subcommittee 
President's  request  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays   (difference)   (difference)  Comment 

Function  450,  community  and  24,320  (+2,433)      (+2, 433)  The     subcommittee     estimates 

regional  development;  sub-  that  the  overall  inflation  rate 

function  452,  area  and  re-  affecting  the  1977  BIA  budget 

gional     development:     Law  may  be  as  high  as  10  percent, 

enforcement  (25  U.S.C.  13).  The  BIA  is  recommending  a 

net  decrease  in  the  fiscal  year 
1977  funding  from  fiscal  year 
1976  funding  of  $13,000. 
In  its  justification,  the  BIA  states 
that  the  amount  requested  is 
the  "minimum  adequate  level" 
to  "contain"  crime  on  Indian 
reservations.  Crime  ought  not 
be  contained  as  a  goal,  but 
eliminated. 
In  view  of  budget  restraints, 
however,  the  subcommittee  is 
recommending  an  increase  of 
$2,433,000  to  provide  program 
level,  after  inflation  adjust- 
ment, at  the  fiscal  year  1976 
level. 
Business    enterprise    (25  12,119  (+1,500)      (+1, 500)  The  request  for  $12,119,000   for 

U.S.C.  1521).  the  business  enterprise  devel- 

opment item  in  the  BIA 
budget  is  a  net  decrease  of 
$467,000  from  fiscal  year  1976. 
$8,500,000  of  the  requested 
amount  is  appropriated  under 
authority  of  sec.  401  of  the 
Indian  Financing  Act  of  1974. 
Sec.  403  of  that  act  authorized 
the  appropriation  of  $10,000,- 
000  for  fiscal  years  1975,  1976, 
and  1977.  This  program  has 
been  extremely  effective  in 
establishing  Indian-owned 
businesses  and  in  creating 
jobs  for  Indian  people. 
The  subcommittee  feels  that 
this  program  ought  to  be 
funded  at  the  maximum 
amount  in  its  last  year  of 
authorization.  It,  therefore, 
recommends  increaseing  the 
overall  request  by  $1,500,000. 
Road  maintenance  (Indian  10, 756  (+1, 500)       (+1, 000)  The  BIA  states  in  the  fiscal  year 

reservation     roads;     25  1977  budget  justification  that 

U.SC   318a)  it  expends  approximately  40 

percent  of  what  States  and 
counties  expend  on  road 
maintenance.  This  amounts  to 
$368  per  mile. 
The  Bureau  is  responsible  for 
maintaining  24,642  miles  of 
roads  on  179  Indian  reserva- 
tions. An  adequate  road  sys- 
tem, well  maintained,  is  vital 
to  Indian  education,  health, 
and  economic  development. 
The  proposed  addition  to  the 
road  maintenance  item  would 
permit  the  BIA  to  expend 
$497  per  mile  or  54  percent  of 
the  amount  spent  by  States  and 
counties.  Even  atthis  increased 
rate,  the  road  system  will  con- 
tinue to  deteriorate  inordinate- 
ly, requiring  costly,  premature 
replacement. 
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TABLE  2.-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977-Continued 

[In  thousands  of  dollars] 

Subcommittee 
President's  request  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays   (difference)    (difference)  Comment 

Indian     rights    protection  6,636  (+1,152)      (+1,152)  The  decision  of  the  9th  Circuit 

(25  U.S.C.  13).  Court  of  Appeals  affirming  the 

decision  of  the  Federal  District 
Court  in  the  case  of  U.S.  v. 
Washington  (certiorari  denied 
by  the  Supreme  Court)  up- 
holding the  right  of  Indian 
tribes  to  exercise  treaty 
fishing  rights  at  off-reserva- 
tion sites  free  of  State  regula- 
tion continues  to  create  tur- 
moil and  confusion  for  both 
Indians  and  non-Indians  in  the 
Northwest. 

I  n  carrying  out  its  trust  responsi- 
bility in  aiding  the  tribes  in 
meeting  the  requirements  of 
that  decision,  the  depart- 
ment i  s  requesting  $1,000,000, 
a  net  decrease  of  $1,152,000 
from  the  fiscal  year  1976 
funding  level.  The  problems 
associated  with  this  decision 
have  increased  over  the  last 
year. 

Therefore,  the  subcommittee  is 
recommending  that  the  funding 
level  be  maintained  at  the 
fiscal  year  1976  funding  level 
by  adding  $1,152,000  to  the 
fiscal  year  1977  budget. 
Road      construction      (25  27,205  (+10,000)      (+6,  600)  The  BIA  is  requesting  $74,000,- 

U.S.C.  318a).  000  for  road  construction  on 

Indian  reservation  for  fiscal 
year  1977.  $46,795,000  of  this 
is  under  authority  of  the 
Federal-Aid  Highway  Act 
Amendments  of  1974  which 
includes  authority  for  Indian 
highways.  However,  this  au- 
thority has  lapsed  and  is 
within  the  jurisdiction  of  the 
Public  Works  Committee,  in 
any  event. 

However,  $27,205,000  of  the 
amount  is  authorized  and  ap- 
propriated under  authority  of 
25  U.S.C.  318a,  which  is 
clearly  within  the  jurisdiction 
of  the  Interior  Committee. 

In  view  of  the  extreme  need  for 
Indian  roads  and  the  heavy 
backlog  of  demands  for  con- 
struction the  subcommittee  is 
recommending  an  increase  in 
the  sec.  318a  appropriation  of 
$10,000,000. 
School    construction     Federal  6,620  (+6,000)      (+6, 000)  While  the  Interior  Committee  no 

schools,  25  U.S.C.  13.  longer  has  legislative  jurisdic- 

tion over  Indian  education 
programs  the  BIA  construc- 
tion activity,  remains  under 
this  committee. 

Out  of  $16,663,000  requested  by 
the  BIA  for  building  and  utili- 
ties construction,  only  $6,620,- 
000  is  allocated  to  CIA  school 
facilities,  The  backlog  of  need- 
ed BIA  school  construction  is 
estimated  at  about  $170,000,- 
000.  In  light  of  the  totally  in- 
adequate BIA  request  for  this 
need  (which  it  admits  only 
meets  emergency  situations) 
and  in  light  of  budgetary  con- 
straints, the  committee  is  rec- 
ommending the  increase  of 
$6,000,000. 

It  is  expected  that,  if  these  addi- 
tional funds  are  appropriated, 
they  would  not  be  used  in  vio- 
lation of  the  BIA  policy  of  phas- 
ing out,  to  the  extent  practical, 
its  on-  and  off-reservation 
boarding  school  operations. 
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TABLE  2,-PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  00  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977-Continued 

[In  thousands  of  dollars] 


Major  Issue  or  program 


President's  request 


Budget 
authority 


Subcommittee 
recommendation 


Budget 
authority  Outlays 

Outlays   (difference)   (difference) 


Comment 


Aid  to  public  school  construc- 
tion, sec.  204,  act  of  Jan.  4, 
1975  (88  Stat.  2214;  Public 
Law  93-638). 


+  17,000       +17,000 


Alaska  Native  Claims  Settle- 
ment Act,  43  U.S.C.  1*516,  Sec. 
17(aX9XA).  Land  Use  plan- 
ning activities  (Joint  Federal- 
State  land  and  planning 
activities). 


$674 

(+610) 


$674 
(+564) 


The  legislation  enacted  into  law 
as  P.L.  93-638  was  within  the 
jurisdiction  of  and  considered 
by  the  Interior  Committee 
during  the  93d  Cong.  There- 
after, legislature  jurisdiction 
over  Indian  education  was 
transferred  to  the  Education 
and  Labor  Committee.  While 
Indian  education  is  no  longer 
within  our  legislative  jurisdic- 
tion, under  our  special  over- 
sight jurisdiction  over  all 
Indian  programs,  we  are 
recommending  appropriations 
of  $17,000,000  for  this  purpose . 

Public  Law  638  authorizes  ap- 
propriations of  $35,000,000  for 
fiscal  year  1977.  The  ad- 
ministration is  not  only  not 
asking  for  funds  for  fiscal  year 
1977,  but  it  is  requesting  a 
deferral  of  funds  added  by 
Congress  for  this  program  in 
fiscal  1975  and  1976.  The 
need  for  school  construction  for 
public  schools  enrolling  Indian 
children  whose  parents  live 
and/or  work  on  nontaxable 
Indian  lands  is  severe.  Many 
such  facilities  are  condemned 
by  local  governments.  Yet, 
they  must  be  used  if  Indian 
children  are  to  receive  an 
education. 

As  a  consequence,  the  committee 
is  recommending  that  $17,- 
000,000  or  approximately  Y2  of 
the  authorized  amount  be  ap- 
propriated for  this  vital  con- 
struction need.  It  is  expected 
that  these  funds,  if  appropri- 
ated, would  be  expended  ac- 
cording to  funding  priorities 
established  pursuant  to  sec. 
204  of  Public  Law  93-638. 

The  Alaska  Native  Claims  Settle- 
ment Act  Amendments  of  1976 , 
Public  Law  94-204  extended 
the  life  of  the  Joint  Federal- 
State  Land  Use  Planning  Com- 
mission for  Alaska.  This  is  a 
joint  Federal  State  Commission 
and  was  extended  by  this  act. 


Note:  Rescissions  and  deferrals:  The  Subcommittee  objected  to  the  rescission  of  budget  authority  proposed  by  the 
President  for  the  Indian  Health  Service.  The  proposed  rescission  request  was  $5,294,000,  and  by  letter  dated  Jan.  29, 
1976,  the  subcommittee  informed  Chairman  Sidney  Yates  of  the  Interior  and  Related  Appropriations  Subcommittee  of 
our  objection  to  these  rescissions. 

Recommendations  of  the  Subcommittee  on  Public  Lands 

overview 

The  Subcommittee  on  Public  Lands  is  in  general  agreement  with  the 
overall  level  ($390,159,000)  of  funding  provided  in  the  President's 
budget  for  the  Bureau  of  Land  Management  for  Fiscal  Year  1977 
although  it  disagrees  with  some  of  the  work  program  priorities  the 
Bureau  has  apparently  established.  Substantial  increases  are  needed 
and  warranted  in  many  BLM  programs.  However,  in  view  of  the  neces- 
sity for  government  to  exercise  greater  fiscal  restraint  more  than  ever. 
the  Subcommittee  believes  that  more  efficient  and  effective  use  of  exist- 
ing funds  must  be  made  as  a  realistic  alternative  to  increased  spending. 
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To  accomplish  this  task  the  Subcommittee  will  continue  to  increase  its 
review  of  all  BLM  programs  and  encourages  the  Bureau  to  seek  better 
ways  of  carrying  out  the  laws  and  programs  it  is  charged  with  admin- 
istering. 

As  the  managing  agent  of  the  Federal  Government  for  the  Nation's 
public  lands  and  their  resources,  the  BLM  is  responsible  for  collecting 
revenues  estimated  for  F.Y.  1977  from  the  lease  or  sale  of  the  follow- 
ing: Outer  Continental  Shelf  minerals  ($6,000,000,000).  upland  min- 
erals (coal,  phosphate,  sodium,  potash,  etc.)  ($428,000,000),  timber 
($143,000,000),  lands  and  materials  ($23,000,000).  rights  of  way 
($1,000,000),  collection  of  fees  and  commissions  ($21,000,000),  and 
grazing  fees  ($20,000,000) .  The  estimated  total  revenues,  some  of  which 
accrue  from  activities  shared  by  BLM  with  the  Geological  Survey  and 
the  Forest  Service,  are  estimated  at  $6.6  billion  for  fiscal  year  1977 — 
$3  billion  more  than  the  fiscal  year  1976  level. 

The  BLM's  budget  is  divided  into  these  major  categories  which  the 
Subcommittee  will  discuss  in  succeeding  paragraphs. 

A.  Management  of  Lands  and  Resources  ($208.740.000) . 

B.  Construction  and  Maintenance  ($9.884.000) . 

C.  Public  Lands  Development  Roads  and  Trails  ($5.000,000) . 

D.  Oregon  and  California  Grant  Lands  ($30.000.000) . 

E.  Range  Improvements  ($7,235,000). 

F.  Recreation  Development  and  Operation  of  Recreation  Facili- 
ties ($300,000). 

G.  Permanent  Appropriations  (leasing  of  grazing  lands,  O&C 
Grant  lands,  Pavments  to  states.  Rovaltv  payments  to  Oklahoma. 
Coos  Bay  Wagon  Road  Grant  lands)  ($128,300,000). 

H.  Trust  Funds  ($700,000) . 

A.  Management  of  Lands  and  Resources  ($208,740,000) 

1.  Energy  and  Minerals  Management  ($83,63^000) 

a.  Energy  Management,  Onshore. — This  program  consists  of  four 
elements— coal  leasing  ($6,416,000)  ;  oil  and  gas  leasing  ($7,099,000)  ; 
geothermal  leasing  ($2,174,000);  and  oil  shale  leasing  ($1,440,000). 

Although  the  Subcommittee  believes  that  oil  shale  may  offer  some 
assistance  in  meeting  the  nation's  energy  demands  in  the  future,  it 
identifies  this  item  in  the  budget  as  one  which  could  receive  less  pri- 
ority to  free  funds  for  other  more  immediate  needs.  Private  interest  in 
oil  shale  development  has  lessened  recently  due  to  environmental  and 
financial  problems. 

Also,  the  Subcommittee  is  perplexed  and  alarmed  over  the  fact  that 
in  spite  of  there  being  a  general  moratorium  on  coal  leasing  since  1972, 
the  funding  for  coal  leasing  has  remained  at  approximately  $6.5  mil- 
lion annually.  As  we  understand  it,  this  money  was  used  primarily 
for  planning  associated  with  the  few  short  term  leases  which  were 
issued  during  the  moratorium.  EMARS.  development  and  management 
framework  plans,  and  environmental  impact  statements  (EIS).  Aside 
from  the  EIS  requirements  of  the  National  Environmental  Policy  Act 
(NEPA)  and  acknowledging  the  importance  of  planning  and  resource 
inventories  to  good  land  management,  as  a  general  proposition  the 
Subcommittee  contends  that  BLM  has  overemphasized  ''planning" 
and  identifies  this  phase  of  BLM's  operation  as  one  whose  funds  could 
be  cut  to  support  increased  funding  in  other  areas.  The  fact  that  in  the 
absence  of  coal  leasing  operations,  that  program  continued  to  be  funded 
at  basically  constant  levels  lends  credence  to  the  Subcommittee  view 
that  planning  has  been  used  to  fill  temporary  or  permanent  gaps  in 
workload  requirements.  The  processing  of  11,400  pending  oil  and  gas 
lease  applications  has  also  received  much  less  attention  than  could  be 
expected  considering  the  energy  shortage  this  nation  is  confronting. 
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The  Subcommittee  feels  that  an  over  emphasis  on  nebulous  "planning" 
is  common  to  many  phases  of  BLM  activities  and  that  as  a  consequence 
other  programs  have  suifered. 

b.  Energy  Management,  Offshore  ($60,379,000) . — This  program  en- 
tails management  of  the  leasing  program  for  the  outer  continental 
shelf.  At  this  time  this  activity  appears  to  be  adequately  funded. 

c.  Non-energy  Minerals  Management. — There  are  three  elements  to 
this  program  :  patent  processing  ($1,444,000)  ;  mineral  leasing  ($1,877,- 
000)  ;  and  material  sales  ($1,886,000). 

Mineral  patent  processing  is  part  of  a  long-standing  government 
policy  reflected  by  law  that  the  government  will  either  approve  or  dis- 
approve patent  applications  in  a  timely  manner.  The  authority  of  the 
Secretary  of  the  Interior  in  this  instance  is  non-discretionary.  The 
Subcommittee  is  very  disturbed  by  the  low  priority  given  to  eliminat- 
ing the  large  backlog  (375)  of  patent  applications  awaiting  process- 
ing, some  of  which  are  up  to  ten  years  old.  In  addition,  225  mineral 
survey  requests  currently  exist  which  will  ultimately  materialize  into 
patent  applications.  These  delays  are  grossly  unfair  to  citizens,  frus- 
trate the  intent  of  Congress,  and  run  counter  to  the  government  policy 
of  increasing  our  nation's  development  of  domestic  mineral  resources. 

2.  Land  and  Realty  Management  {$36,131,000) 

There  are  two  elements  in  this  activity:  the  continuing  element 
of  the  Lands  and  Realty  operations  such  as  the  maintenance  of  public 
laoid  status  records  and  the  processing  of  land  applications  ($27,798,- 
000)  and  a  temporary  element  of  supervising  the  Trans- Alaska  Pipe- 
line installation  ($7,847,000).  The  budget  proposal  would  increase 
funding  for  lands  and  realty  and  decrease  funds  for  the  pipeline. 

The  land  and  realty  program  maintains  land  records — the  backbone 
of  land  management  and  handles  case  work  involving  the  myriad  of 
public  land  law  activities.  The  budget  proposes  an  increase  of  $2,850,- 
000  in  this  activity.  In  the  Subcommittee's  view  there  should  be  a  much 
higher  priority  given  to  the  processing  of  20,732  pending  land  cases 
with  particular  emphasis  on  the  necessity  and  propriety  of  processing 
more  expeditiously  the  7,300  Alaskan  native  claims  cases,  the  3,100 
rights  of  way  cases,  and  the  1,800  state  grant  cases.  Previous  comments 
regarding  "planning"  are  particularly  pertinent  to  this  activity. 

3.  Surface  Resource  Use  and  Protection  ($56,379,000) 
This  activity  encompasses  the  following  programs: 

Forest  management  of  the  public  domain  ($3,831,000)  and  western 
Oregon  ($2,192,000)  ; 

Water,  forage,  and  habitat  management :  Soil  and  Water  Resources 
management  ($9,976,000),  Range  management  ($20,772,000),  and 
Wildlife  Habitat  management  (^,660,000)  ; 

Recreation  Management:  Recreation  Use  management  ($5,181,000) 
and  Cultural  Resource  Management  ($939,000)  ;  and 

Fire  Protection  ($8,422,000) . 

The  Subcommittee  supports  the  principle  that  BLM  insure  that 
present  recreation  facilities  be  adequately  maintained  before  large 
sums  are  committed  to  new  recreation  facilities. 

To  the  extent  possible,  revenues  from  grazing  fees  should  be  utilized 
for  range  improvements  excluding  funding  of  salaries  and  overhead. 
As  ranges  improve  there  will  be  a  direct  and  beneficial  effect  on  recrea- 
tion, wildlife  habitat  management,  as  well  as  livestock  grazing. 

As  to  the  increased  use  of  off-road  vehicles  on  BLM  lands  as  a  form 
of  recreation,  the  Subcommittee  believes  that  such  activities  should 
not  be  eliminated  but  must  be  controlled  so  that  adverse  environ- 
mental impacts  will  be  mitigated.  Some  of  the  problems  associated  with 
ORV's  stem  from  BLM's  lack  of  law  enforcement  authority,  which 
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is  addressed  in  the  proposed  Federal  Land  Policy  and  Management 
Act. 

4.  Planning  for  Multiple  Use  Activity  ($7,156,000) 

The  Subcommittee  agrees  with  the  need  for  land  use  planning  which 
the  BLM  conducts  through  developing  and  updating  its  management 
framework  plans  (MFP's).  However,  a  clearer  delineation  between 
funds  budgeted  for  specific  programs  and  those  which  are  to  be  used 
for  land  use  planning  is  necessary.  See  prior  comments  regarding 
planning. 

5.  Cadastral  Survey  ($15^892,000) 

This  program  is  divided  into  two  parts:  surveys  for  Alaska 
($8,658,000)  and  surveys  for  other  states  ($6,979,000).  Completion 
of  basic  surveys  in  Alaska  is  a  prerequisite  to  carrying  out  the 
Alaska  Native  Claims  Settlement  Act  and  transferring  land  to  Alaska 
under  the  Statehood  Act.  The  Subcommittee  recognizes  that  this 
program  has  been  neglected  over  the  years  but  believes  that,  con- 
sidering budget  constraints,  the  present  level  of  funding  is  adequate 
for  fiscal  year  1977. 

6.  Firefighting  and  Rehabilitation  ($4,750,000) 

This  program  consists  of  a  firefighting  element  ($4,150,000)  and  the 
rehabilitation  element  ($600,000) . 

Firefighting  funds  are  for  presuppression  and  suppression  of  fires 
on  or  near  public  lands  and  other  lands  administered  by  agencies 
within  the  Department  of  the  Interior.  The  full  cost  of  this  program 
cannot  be  accurately  determined  until  the  end  of  the  fiscal  year  at 
which  time  a  supplemental  request  is  made  to  cover  the  cost  of  fire- 
fighting which  took  place  during  the  prior  year.  This  figure  runs 
approximately  $20,000,000  annually. 

The  second  element  of  this  program  is  rehabilitation  of  lands  where 
damages  incurred  which  were  unusually  severe  or  fires  which  were 
unusually  large.  The  objective  is  to  stabilize  conditions  and  regen- 
erate vegetative  cover  as  soon  as  possible  after  a  fire. 

7.  General  Administration  ($4,798,000) 

This  program  provides  professional  administrative  support  to  all 
BLM  programs  including  financial  management,  centralized  person- 
nel management,  management  analysis,  procurement  contracting  and 
property  management. 

B.  Construction  and  Maintenance  ($9,884,000) 

1.  Construction  ($3088,000) 

The  budget  proposes  to  increase  building  construction  by  $1,282,000 
and  decrease  recreation  construction  by  $1,165,000.  Although  it  is 
regrettable  that  recreation  construction  had  to  be  cut,  the  Subcom- 
mittee reiterates  its  support  for  providing  adequate  maintenance 
of  existing  facilities  before  BLM  embarks  on  large  spending  pro- 
grams or  new  recreation  construction. 

2.  Maintenance  ($6,796,000) 

This  element  is  directed  toward  upgrading  existing  BLM  struc- 
tures, some  of  which  were  constructed  during  the  1940's  and  are  in 
locations  subject  to  extreme  variations  in  climatic  conditions.  Monies 
for  such  items  as  storm  doors  and  windows,  wiring,  plumbing,  and 
ventilation,  are  requested  by  BLM  to  meet  city  and  state  building 
codes  and  to  comply  with  requirements  of  OSHA. 
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C.  Public  Lands  Development  Roads  and  Trails  ($5,000,000) 

Liquidation  of  contract  authority:  This  program,  which  provides 
for  construction  of  timber  roads  on  public  domain  forests,  recrea- 
tion access  roads  and  trails  and  roads  in  support  of  other  programs, 
is  authorized  by  the  Committee  on  Public  Works. 

D.  Oregon  and  California  Grant  Lands   ($30,000,000) 

Since  1952,  counties  of  western  Oregon  have  been  eligible  for  75 
percent  of  the  receipts  from  2.5  million  acres  of  forested  lands  in 
Oregon.  The  BLM  administers  80  percent  of  the  lands  and  the  Forest 
Service  20  percent.  The  Bureau  combines  the  lands  it  administers  with 
the  75,000  acres  in  the  Coos  Bay  Wagon  Road  Grant  (which  pays  tax 
equivalence  to  the  counties)  and  250,000  public  domain  acres  (which 
pay  4  percent  to  the  counties)  into  one  unit  known  as  the  Western 
Oregon  Lands.  The  annual  appropriations  acts  have  provided  that 
one-third  of  the  75  percent  will  be  allocated  to  the  management  of 
these  lands.  The  estimated  revenue  available  at  this  level  is  $30,000,000 

E.  Range  Improvements  ($7,235,000) 

This  program  includes  improvements  to  public  lands  ($6,785,000) 
and  Farm  Tenant  Act  lands  ($450,000).  The  Subcommittee  feels  that 
funds  should  be  allocated  to  the  BLM  administrative  unit  nearest  to 
the  range  under  improvement,  and  be  applied  for  actual  range  im- 
provements instead  of  overhead  and  administrative  costs. 

F.  Recreation  Development  and  Operation  of  Recreation  Facilities 

($300,000) 

This  program  for  operation,  maintenance,  and  improvement  of 
recreation  facilities  on  BLM  lands  receives  funding  support  from 
concessionaires  and  user  fees.  BLM  plans  to  use  some  of  these  funds 
to  control  use  of  off-road  vehicles. 

G.  Permanent  Appropriations  ($128,300,000) 

These  eleven  accounts  are  ones  set  by  law  which  provide  a  percent- 
age of  revenues  to  States  and  counties.  Payments  vary  from  4  percent 
to  90  percent  of  revenue  with  two  accounts,  the  Oregon  and  California 
lands  at  50  percent  and  the  Mineral  Leasing  Act  at  37i£  percent 
(except  Alaska  which  receives  90  percent)  accounting  for  the  bulk 
of  the  receipts. 

H.  Trust  Funds  ($700,000) 

The  three  trust  fund  accounts  represent  payments  by  other  agencies 
for  work  to  be  done  and  are  not  budget  items  in  the  traditional  sense. 

NEW   INITIATIVE 

Enactment  of  the  Federal  Land  Policy  and  Management  Act  will 
require  appropriations  for  the  following  new  initiatives : 

1.  Withdrawal  review  and  oversight. — The  Secretary  will  be  re- 
quired to  submit  to  Congress  detailed  reports  on  all  new  withdrawals 
involving  2,500  acres  or  more,  and  on  all  extensions  of  such  with- 
drawals. The  Secretary  will  also  be  required  to  study  and  report  on 
about  235  million  acres  of  withdrawals  existing  on  the  date  of  ap- 
proval of  the  Act.  He  will  have  five  years  to  complete  that  review. 
For  these  purposes  $800,000  will  be  needed  in  fiscal  year  1977,  and 
$3.7  million  will  be  required  for  the  total  program  for  an  inventory 
and  statistical  report. 

Note. — A  complete  study  and  report  including  field  examinations  and  action  on  with- 
drawals will  require  an  additional  5  years  ($1.3  million  would  be  the  fiscal  year  1977  cost 
and  the  total  cost  would  be  $12.8  million). 
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2.  Mining  claim  recordation. — Mining  claimants  under  the  Act  of 
1872  will  be  required  to  record  their  claims  with  the  Bureau  of  Land 
Management,  with  failure  to  record  leading  to  loss  of  rights  in  the 
claims.  In  fiscal  year  1977,  the  Secretary  will  need  to  design  and  put 
into  effect  a  system  and  regulations  for  recording  mining  claims  and 
to  record  an  estimated  300,000  claims.  For  these  purposes  $500,000 
will  be  needed  in  fiscal  year  1977,  and  a  total  program  cost  is  esti- 
mated at  $2.5  million. 

3.  Law  enforcement. — The  Secretary  will  be  required  to  maintain 
an  adequate  level  of  enforcement  of  laws  and  regulations  relating  to 
the  public  lands  and  will  have  the  authoritv  to  enforce  those  laws 
and  regulations.  He  will  have  to  give  first  preference  to  State  and  local 
governments  in  the  enforcement  of  laws  and  regulations  to  the  extent 
they  are  willing  and  able  to  undertake  such  responsibilities.  When 
they  do,  the  Secretary-  will  be  responsible  for  furnishing  necessary 
training.  In  fiscal  year  1977,  the  Secretary  will  need  funds  to  negotiate 
with  State  and  local  government  law  enforcement  officials  in  an  effort 
to  secure  mutually  satisfactory  contracts,  to  meet  obligations  under 
contracts  thereafter  approved,  and  to  finance  other  law  enforcement 
activities  to  bring  enforcement  up  to  a  satisfactory  standard.  In  fiscal 
year  1977,  he  will  need  $1.1  million  and  $2.5  million  annually  there- 
after. 

4.  Working  capital  fund. — The  Secretary  will  have  authority  to 
establish  a  working  capital  fund  for  the  efficient  acquisition  and  dis- 
bursement of  supplies  and  services  by  the  Bureau  of  Land  Manage- 
ment. The  Bureau  will  need  $3  million  in  fiscal  year  1977  to  com- 
plete initial  capitalization  of  the  fund. 

5.  Wilderness  review. — The  Secretary  will  be  required  within  15 
years  of  the  date  of  approval  of  the  Act  to  review  all  roadless  areas 
of  5,000  acres  or  more  and  roadless  islands  on  the  public  lands.  Lender 
this  requirement,  the  Secretary  will  need  to  review  about  90  million 
acres  and  to  make  mineral  and  other  surveys  of  sufficient  intensity  to 
establish  the  resource  potentials  of  each  area.  In  planning  his  review 
program,  the  Secretary  should  give  first  priority  to  formally  estab- 
lished areas  and  to  areas  where  important  resource  values  will  not  be 
subject  to  utilization  during  the  period  of  review.  The  purpose  of  this 
priority  is  to  seek  an  early  decision  whether  such  areas  should  be 
included  in  the  wilderness  system  and  to  return  early  to  multiple  use 
management  those  areas  that  are  not  to  be  included.  For  this  review 
$5  million  will  be  needed  in  fiscal  year  1977,  and  the  total  program 
cost  is  estimated  at  $171  million. 

6.  California  desert. — The  Secretary  will  be  required  to  complete 
the  initial  phase  of  the  California  Desert  program  within  5  years  of 
the  date  of  approval  of  the  Act.  The  initial  phase  involves  the  com- 
pletion of  long-term  plans  and  the  conduct  of  an  interim  manage- 
ment program  designed  to  protect  the  fragile  desert  resources  and 
values  until  the  long-range  plans  can  take  over.  During  fiscal  year 
1977,  a  total  of  $3.8  million  will  be  needed  to  bring  work  on'  the 
interim  program  to  a  level  which  will  permit  completion  by  the 
statutory  deadline  at  a  total  estimated  cost  of  $53  million. 
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TABLE  1.— PRESIDENT'S  BUDGET   REQUESTS   FOR   NEW  AND    EXPANDED   PROGRAMS  WHICH   WOULD   REQUIRE 
AUTHORIZING  LEGISLATION  FOR  FY  1977 

(In  thousands  of  dollars] 


President'! 

Budget 
authority 

;  request 
Outlays 

Subcommittee 
recommendation 

Legislative  proposal 

Budget 
authority          Outlays 
(difference)   (difference) 

Comment 

Funds     appropriated     to    the 
President:   Naval   petroleum 
reserves,  strategic  petroleum 
storage. 

368, 000 
-684, 000 

304,000 
-684, 000 

368, 000          304,  000 
(000)             (000) 

-684,000      -684,000 
(000)             (000) 

Increase    production    from    Elk 
Hills,  Calif.,  to  finance  further 
exploration,  development,  and 
production  of  naval  petroleum 
reserves,  and   to  establish  a 
national    strategic    petroleum 
reserve,  subject  to  the  control 
of  the  President. 

TABLE  2.— LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
|ln  thousands  of  dollars] 


Legislative  initiative 


Budget 
authority 


Outlays    Comment 


Federal  Land  Policy  and  Management  Act. 


14,200 


14, 200    See  new  initiative  narrative. 


TABLE  3.— PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  thousands  of  dollars] 


Major  issue  or  program 


President's  request 


Subcommittee 
recommendation 


Budget 
authority 


Budget 
authority  Outlays 

Outlays   (difference)   (difference) 


Subf unction  302:  Management 

of  lands  and  resources. 
Construction  and  maintenance.. 

Oregon    and    California    grant 

lands. 
Range  improvements.. 


Recreation  development  and 
operation  of  recreation  facili- 
ties. 

Expenses  of  Public  Lands  Ad- 
ministration Act. 

Bureau  of  Land  Management 
Trust  Funds. 

Total,  300/302 


208,  740         204,  805         208,  740  204,  805    See  narrative. 

(000)  (000) 

9,884            8,180            9,884  8,180           Do. 

(000)  (000) 

30,000           30,232           30,000  30,232           Do. 

(000)  (000) 

7,235             5,812             7,235  5,812           Do. 

(000)  (000) 

300                240                300  240           Do. 

(000)  (000) 

1,500            1,500            1,500  1,500    See    permanent    spending    au- 

(000)  (000)     thority  narrative. 

700                628                700  628           Do. 

(000)  (000) 


251,  397         258, 359         251, 397 
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Department  of  the  Interior  Summary  of  Budget  Authority  and 
Outlays  Within  Jurisdiction  of  the  Committee  on  Interior  and 
Insular  Affairs 

department  of  the  interior-summary  of  budget  authority  and  outlays  by  function  and  bureau 
for  fiscal  year  1975-77 

[In  thousands  of  dollars] 


Function,  subfunction 


Budget  authority 


1976 


Outlays 


1976 


1977 


300-NATURAL     RESOURCES,     EN- 
VIRONMENT, AND  ENERGY 

301— Water  Resources  and  Power: 

Bureau  of  Reclamation 

Office  of  Water  Research  and 
Technology..  _ 

Geological  Survey 

Alaska  Power  Administration 

Bonneville  Power  Administration.. 

Southeastern  Power  Administra- 
tion  

Southwestern  Power  Administra- 
tion  


Total,  subfunction  301.. 1,946,503 

Less  offsetting  receipts -395,111 


488,  734 

644, 737 

752, 860 

478,  040 

641,  980 

747,  000 

19,  785 
1  .. 

18, 180 

.  22,273 

23, 210 

19,000 

18, 200 

1,300 
1,429,149  .. 

1,664 

1,927 

1,304 
164, 378 

1,740 
-66,  000 

1,941 
15, 130 

1,054 

1,000 

1,106 

1,061 

995 

1,104 

6,480 

6,761 

8,781 

4,060 

6,759 

8,775 

672,  342 
-248, 966 


786,  947 
-276, 097 


672,  053         604,  474 
-395,111      -248,966 


Net,  subfunction  301. 


1,  551,  392 


510, 850         276, 942         355,  508 


302— Conservation  and  land  manage- 
ment: 

Bureau  of  Land  Management 

Bureau  of  Indian  Affairs 


Total,  subfunction  302. 
Less  offsetting  receipts 


216,  339 
31,  652 


259,  550 
36, 026 


258,  359 
34, 154 


203,  279 
30,  559 


264,  722 
35,  431 


247, 991 
-725 


295,  576 
-700 


292,  513 
-700 


233, 838         300, 153 
-725  -700 


Net  subfunction  302. 


247,  266  294,  876 


233,113         299,453 


303— Recreational  resources: 

Bureau  of  Reclamation 

Bureau  of  Outdoor  Recreation. 
National  Parks  Service 


1,654 
342,  872 
318,  747 


2,992 
343,  983 
320, 937 


4,131 
336, 187 
337,  884 


1,  061  2, 720 

288,  870         305,  892 
314, 633         325, 707 


Total,  subfunction  303 663,273         667,912         678,202         604,564         634,319 


304— Pollution  control  and  abatement: 

Office  of  the  Secretary 

305 — Energy:  Bureau  of  Mines 


15 

59, 100 


25 
61,  837 


25 
65, 606 


21,082 


25 

52,  260 


306 — Other  natural  resources: 

Office  of  Water  Research  and  Tech- 
nology  

Geological  Survey 

Bureau  of  Mines 

Office  of  the  Solicitor 

Office  of  the  Secretary _ 

Total,  subfunction  306 


Less  offsetting  receipts 

Net,  subfunction  306. 


300— Gross  function 3,275,596 

Net  function  300. " 

Less  other  offsetting  receipts 

Grand  total,  net  function  300... 

450— COMMUNITY  AND  REGIONAL 

DEVELOPMENT 
452— Area  and  Regional  Development: 

Bureau  of  Indian  Affairs 549,097         656,784         684,772 

Less— Offsetting  receipts -111,232      -108,382      -111,636 

I nterfund  transaction -47,473      -139,158      -144,889 


450,  229  670,  875 
-111,232  -108,382 
-47,473      -139,158 


376, 105         395, 983         414, 986 


160,277 
-3,112 


207,  844 
-2, 000 
-10,000 


136, 639 
-2,000 


162,  875  210,  222 
-3,113  -2,000 
-10,000 


Net,  subfunction  806.. 
Less  other,  offsetting  receipts. 


157, 115 
-650 


195, 844 
-750 


134,639 
-900 


159,  763 
-650 


198,  222 
-750 


Grand  total,  net  function  800. 


156,465         195,094         133,739         159,113         197,472 


761,890 
-276,097 


485,  793 


251,397 
34,  400 


285,  797 
-700 


285,  097 


1,410 
335, 188 
364,461 


25 
63, 342 


42 

23  .. 

254, 146 

272,  499 

284,  308 

224, 190 

269,  860 

284,  345 

62, 697 

68, 182 

59, 763 

65,  029 

62,  883 

66,  593 

11,682 

11,616 

12, 658 

10,773 

11,  607 

12,657 

30,  789 

33, 156 

34, 699 

34, 177 

32, 061 

32,817 

358,  714 

385,  453 

391,428 

334,211 

376, 434 

396,412 

-610 
358, 104 

-485 
384, 968 

-600 
390, 828 

-610 
333, 601 

-485 
375, 949 

-700 
395,  812 

.  3,275,596 
.  2,879,150 
.  -543, 504 

2, 083, 145 
1,  832, 994 
-631, 402 

2,214,721 

1,  937,  324 
-707,091 

1, 865, 756 
1,469,310 
-543,  504 

1, 967, 665 
1,717,514 
-631, 402 

2,  208,  525 
1,931,128 
-707,  091 

2,335,646 

1,  201,  592 

1, 230,  233 

925,  806 

1,086,112 

1, 224, 037 

690,  351 
-111,636 
-144,889 


Net,  subfunction  452... 390,392         409,244         428,247         291,524         423,335  433,826 

Less  other  offsetting  receipts -14,287       -13,261        -13,261        -14,287       -13,261         -13,261 

Giand  total,  net  function  450... 

800— GENERAL  GOVERNMENT 

806— Other  general  government: 

Bureau  of  Indian  Affairs 73,102  82,200  32,200  73,090  84,361 

Office  of  Territorial  Affairs 87,125         125,644         104,439  89,785         125,861 

Total,  subfunction  806 

Less— Offsetting  receipts 

Interfund  transactions 


32,  200 
112, 127 


144,  327 
-2,000 


142,  327 
-900 


141,427 
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DEPARTMENT  OF  THE  INTERIOR-SUMMARY  OF  BUDGET  AUTHORITY  AND  OUTLAYS  BY  FUNCTION  AND  BUREAU 
FOR  FISCAL  YEAR  1975-77— Continued 

(In  thousands  of  dollars] 

Budget  authority  Outlays 

Function,  subfunction  1975  1976  1977  1975  1976  1977 

850— REVENUE  SHARING  AND 

GENERAL  PURPOSE— FISCAL 

ASSISTANCE 

852— Other    general    purpose    fiscal 
assistance: 

Bureau  of  Land  Management 178,483         179,399         126,800         178,064         179,399  126,800 

Bureau  of  Reclamation 2,704  3,000  3,000  2,754  3,000  3,000 

Office  of  Territorial  Affairs 17,676  19,500  19,000  17,240  32,360  19,505 

Total,  function  850... _ 198,863         201,899         148,800         198,058         214,759  149,305 

Total,  Department  of  the  Interior: 

Gross,  BA/BO 4,183,833  3,149,672      3,184,932  2,676,918  3,063,521       3,192,508 

Net,  BA/BO 3,067,079  1,994,568      1,927,758  1,560,214  1,908,417        1,935,334 

Less,  other  offsetting  receipts  (554)  -185  -185 

General  Science,  Space  and  Tech- 
nology (250)     -56              -75... -56              -75 

Other  interest  (902) 26,847  -15,216        -12,056  -26,847  -15,216         -12,056 

Grand  total,  net,  Department  of 
the  Interior     3,039,991      1,979,277      1,915,702      1,533,126      1,893,126        1,923,278 


DEPARTMENT   OF   THE    INTERIOR— GRAND    TOTAL    SUMMARY    OF    BUDGET   AUTHORITY    AND    OUTLAYS    BY 
FUNCTION  AND  SUBFUNCTION 


[In  thousands  of  dollars) 


Budget  authority  Outlays 


Function,  subfunction 

1975 

1976 

1977 

1975 

1976 

1977 

National  Resources,  Environment  and 
Energy(300): 
Water  resources  and  power  (301).. 
Conservation   and   land  manage- 
ment^)            

Recreation  resources  (303)._ 

Pollution  control  and  abatement 
(304)  .     

1,  946,  503 

247,  991 
663, 273 

15 
59, 100 
358,  714 

672,  342 

295,  576 
667, 912 

25 
61,  837 
385,  453 

786,  947 

292,  513 
678,  202 

25 
65, 600 
391,  428 

672,  053 

233,  838 
604,  564 

8 
21,  082 
334,211 

604, 474 

300, 153 
634,  319 

25 
52,  260 
376,  434 

761,  890 

285,  797 
701,059 

25 

63, 342 

Other  natural  resources  (306) 

396,412 

Subtotal 3,275,596      2,083,145      2,214,721      1,865,756      1,967,665       2,208,525 

Less  offsetting  receipts -939,950      -881,553      -984,488      -939,950      -881,553        -984,488 

Total,function(300)..._ 2,335,646      1,201,592      1,230,233         925,806      1,086,112        1,224,037 

Community  and  Regional  Development 
(450): 
Area  and  regional  development 

(452)... 549,097         656,784         684,772         450,229         670,875  690,351 

Less- 
Offsetting  receipts -125,519      -121,643      -124,897      -125,519      -121,643        -124,897 

I nterfund  transactions -47,471      -139,158      -144,889        -47,473      -129,158        -144,889 


Total,  function  (450). 376,105         395,983         414,986         277,237         410,074 


General  government  (800): 

Other  general  government (806)...        160,227  207,844         136,639         162,875  210,222           144,327 

Less-offsetting  receipts -3,762         -2,750          -2,900          -3,762  -2,750  -2,900 

I  nterfund  transactions -10,000  -10,000  

Total,  function  (800) 156,465         195,094         133,739         159,113         197,472  141,427 

Revenue  sharing  and  general  purpose 

fiscal  assistance  (850):  other  General 

Purpose  (852) 198,863         201,899         148,800         198,058         214,759  149,305 

General  Science  Space  and  Technology 

(250) -56  -8.75 -56  -75 


Health  planning  and  construction  (554).  —185  —185 

Other  interest  (902) -26,847  -15,216        -12,056  -26,847        -15,216         -12,056 

Grand  total  net,  Department  of 

the  Interior 3,039,991  1,979,277      1,915,702  1,533,126      1,893,126        1,923,278 
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MINORITY  VIEWS 

For  fiscal  year  1977,  the  Interior  Committee  is  recommending  to  the 
House  Budget  Committee  an  increase  of  $786  million  over  the  Presi- 
dent's budget  for  programs  within  our  jurisdiction.  The  final  Com- 
mittee figure  is  $4,023,000,000  or  24.3  percent  above  the  President's 
recommendation  of  $3,237,000,000. 

We  cannot  support  this  increase.  The  Committee's  action  is  without 
restraint  on  Federal  spending.  It  is  simply  a  shopping  list  of  increases 
and  add-ons.  There  was  no  attempt  made  to  "rearrange"  priorities — 
all  of  the  President's  programs  were  either  left  unchanged  or 
expanded.  There  are  virtually  no  cuts.  The  bulk  of  the  committee's 
recommended  increase  is  the  result  of  new  programs. 

We  had  thought  the  Congressional  Budget  and  Impoundment  Con- 
trol Act  of  1974  mandated  Congress  to  regain  control  of  the  Federal 
budget  process.  Such  control  implies  fiscal  responsibility.  This  com- 
mittee does  not  meet  its  share  of  that  responsibility  by  recommending 
a  24-percent  increase  in  Interior  programs  without  offsetting  reduc- 
tions or  compensating  revenues. 

The  $786  million  in  increased  spending  would  simply  add  to  the 
already  staggering  national  debt.  As  of  March  5,  1976,  the  national 
debt  was  $592.7  billion.  On  February  25,  the  Congress  set  a  debt  ceiling 
of  $627  billion.  The  President's  fiscal  year  1977  planned  deficit  of  $43 
billion  will,  by  itself,  take  us  beyond  the  ceiling  unless  there  is  some 
kind  of  debt  reductions.  We  point  out  that  there  has  not  been,  for  more 
than  one-quarter  of  a  century,  any  decrease  in  the  debt. 

If  the  level  of  spending  adopted  by  the  Interior  Committee  were 
applied  to  all  committees  of  Congress,  the  total  fiscal  year  1977  con- 
gressional recommended  budget  would  be  $100  billion  above  the  Presi- 
dent's proposal  and  $146  billion  above  the  fiscal  year  1976  budget.  That 
budget  ran  $76  billion  in  the  red. 

We  believe  the  Congress  and  this  committee  must  bite  the  bullet  and 
exercise  restraint  in  Federal  spending.  The  answer  is  as  simple  as  "we 
can't  afford  it." 

We  include  for  quick  reference,  a  chart  showing  all  the  increases  and 
additions  recommended  by  the  subcommittees  and  adopted  by  the  full 
committee. 

COMPARISON  OF  PRESIDENT'S  BUDGET  AND  INTERIOR  COMMITTEE  RECOMMENDATIONS 


President 

Subcommittee 

Full 
committee 

Difference: 

President 

and  full 

committee 

National  parks: 

Historic  preservation $14,500,000  $24,400,000  $24,400,000 

Pennsylvania  Avenue  Corp.  (salaries  and 

experience) 1,425,000  1,425,000  1,425,000 

Pennsylvania  Avenue  Corp.  (projects) 11,450,000  11,450,000  11,450,000 

Bureau  Outdoor  Recreation 6,187,000  6,187,000  6,187,000 

Land  and  water  conservation  fund 300,000,000  450,000,000  450,000,000 

NSP  operations... 272,864,000  276,864,000  276,864,000 

Planning  and  construction.... 33,200,000  33,200,000  33,200,000 

Subtotal 639, 626,  OOP  803, 526, 000  803,  526,  OOP 

Territorial  and  insular  affairs: 

Pacific  Trust  Territory 82,321,000  82,321,000  82,321,000 

4-year  College  of  Micronesia 500,000  500,000 

Micronesian  war  claims 14, 000, 000  14, 000, 000 

Guam  capital  improvement 12,000,000  12,000,000 

Virgin  Islands  capital  improvements 12,000,000 

Northern  Marianas  commonwealth 14,000,000  14,000,000 

Grant-in-aid  program 2,000,000  2,000,000 

Administration... 21,862,000  21,862,000  21,862,000 

Comptroller  for  Guam 256,000  256,000  256,000 

Virgin  Island  internal  revenue  collections...         19,000,000  19,000,000  19,000,000 

Subtotal 123,439,000  165,939,000  117,939,000 

Footnotes  at  end  of  table. 

79 


+$9, 900,  000 


+  150,000,000 
+4,  000,  000 


+  163,900,000 


+500,  000 
+  14,000,000 
+  12,000,000 
+12,  000,  000 
+14,000,000 

2, 000, 000 


+54,  500, 000 


68-249   O  -  76  -  21 


314 


COMPARISON  OF  PRESIDENT'S  BUDGET  AND  INTERIOR  COMMITTEE  RECOMMENDATIONS 


President 

Subcommittee 

Full 

committee 

Difference : 

President 

and  full 

committee 

Water  and  power  resources: 

Office  of  water  research  and  technology  >... 

6, 470, 000 

248, 000 

347, 017, 000 

61, 900, 000 

73, 420, 000 

43, 120, 000 

10, 773, 000 

143, 000, 000 

21, 030, 0C0 

22, 600, 000 

1, 000, 000 

29, 000, 000 

6, 470, 000 

248,000 

356,  367, 000 

63,  550, 000 

73, 420, 000 

44,  700, 000 

20, 795, 000 

143, 000, 000 

24, 717, 000 

22, 600, 000 

1, 000, 000 

29, 000, 000 

6,470,000  . 
248,000  . 
356, 367,  000 
63,  550, 000 
73,420,000  . 
44,  700, 000 
20,  795, 000 
143,000,000  . 
24,717,000 
22,600,000  . 
1,000,000  . 
29,000,000  . 

BOR — Construction  and  rehabilitation 

Upper  Colorado  River  Basin  (BOR) 

Colorado  River  Basin  project  (BOR) 

+9, 350, 000 
+1, 650, 000 

Colorado  River  Basin  salinity  (BOR) 

+1,  580, 000 
+10,022,000 

Operation  and  maintenance  (BOR) 

+3,687,000 

Emergency  fund  (BOR)... 

Trust  funds  (BOR) 

1, 164,  000 
1, 106,  0O0 
7, 821, 000 
15, 803, 000 
15, 909, 000 

4, 131, 000 

1, 164, 000 
1, 106, 000 
7, 821, 000 
15, 803, 000 
20, 909, 000 

5,898,000 

1,164,000  . 

1,106,000  . 

7,821,000  . 
15,803,000  . 
20, 909, 000 

5, 898, 000 

Southeastern  power  administration 

+5, 000, 000 
+1, 767, 000 

Recreation    restoration    (Upper   Colorado 

Subtotal 

805,  512, 000 

838, 568, 000 

838,  568, 000 

+33, 056, 000 

Indian  affairs: 

1, 530, 000 

1, 650, 000 
216,000,000 
26, 753, 000 
13,619,000 
12,  256, 000 
7,  788, 000 
37, 205,  000 
12, 620, 000 
17,  000, 000 
670, 000 

1, 650,  000 
193, 000,  000 
26,  753, 000 
13,619,000 
12,  256,  000 
7,  788,  000 
37, 205, 000 
12, 620, 000 
17, 000, 000 
670,000 

+120,000 

+  193,000,000 
+2,  433,  000 

24, 320, 000 
12,119,000 
10, 756,  000 

6, 636, 000 
27,  205,  000 

6, 620, 000 

+1, 500, 000 

+1,500,000 

+1,152,000 

+10,  000,  000 

+6,  000,  000 

J +17, 000,  000 
610,  000 

Alaska  native  claims  settlement 

60,000 

Subtotal 

89, 246, 000 

345,  565,  000 

322,  565, 000 

+233,319,000 

Public  lands: 

368, 000, 000 

368, 000, 000 

14, 200,  000 

208,  740, 000 

9, 884,  000 

30,  000,  000 

7, 235, 000 

300,  000 

1,500,000 

700,000 

368,000,000  . 
14, 200, 000 
208,740,000  . 
9,884,000  . 
30,000,000  . 
7,325,000  . 
300,000  . 

700,000  ; 

BLM  Organic  Act 

+14, 200,  000 

208, 740, 000 
9,  884, 000 
30, 000,  000 
7, 235,  000 
300,000 
1,500,000 
700,000 

Subtotal 

626, 359, 000 

640, 559, 000 

640,  559, 000 

+14,  200,  000 

Energy  and  the  environment:  Payment  in  lieu 

130,  000, 000 

130,000,000 

+130,000,000 

Mines  and  mining: 

Engineering  evaluation  ind  demonstration.. 
Metallurgy 

9,  273, 000 
21, 567, 000 
107, 130, 000 

9, 273, 000 
21,  567,  000 
107, 130, 000 

12,  273,  000 
31, 567, 000 
109, 130,  000 

+3, 000,  000 
+10,000,000 
+2, 000,  000 

Subtotal 

137, 970, 000 

137, 970,  000 

152,970,000 

+15,000,000 

199, 000, 000 

159, 000,  000 

+159,000,000 

3,  237, 000,  000 

4, 059, 000, 000 

4, 023, 000, 000 

+785, 975, 000 

1  Existing  programs  requiring  reenactment  or  modification  of  authorizing  legislation. 

»  This  amount  must  be  authorized  by  the  Education  and  Labor  Committee  and  is  not  reflected  in  Interior's  final  totals. 

»  Offsetting  receipts  estimated  at  $684,0X^000. 

*  This  total  also  reflects  programs  not  itemized  above  and  for  which  there  was  no  recommended  change  from  the  Presi- 
dent's bucget.  These  items  would  include  permanent  spending  authorities  and  programs  the  subcommittees  did  not 
specifically  itemize  in  their  reports  to  the  full  committee.  This  grand  total  is  the  actual  amount  recommended  by  the 
President  and  the  committee  for  programs  under  the  committee's  jurisdiction  for  fiscal  year  1977. 

Joe  Skubitz. 
Sam  Steiger. 
Don  Clausen. 
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Keith  Sebelius. 
Alan  Steelman. 
Robert  E.  Bauman. 
Steven  D.  Symms. 
James  P.  Johnson. 
Robert  J.  Lagomarsino. 
Virginia  Smith. 
Shirley  Pettis. 
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LETTER  OF  TRANSMITTAL 


U.S.  House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  March  15,  1976. 
Hon.  Brock  Adams, 
Chairman,  Committee  on  the  Budget, 
U.S.  House  of  Representatives, 
Washington,  D.C 

Dear  Mr.  Chairman  :  By  direction  of  the  Committee  on  Interna- 
tional Relations,  I  submit  herewith  the  views  and  estimates  report 
required  by  section  301  (c)  of  the  Congressional  Budget  Act  of  1974  in 
connection  with  the  First  Concurrent  Resolution  on  the  Budget,  Fiscal 
Year  1977. 

Sincerely  yours, 

Thomas  E.  Morgan,  Chairman. 
(in) 
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PARTI 

VIEWS  AND  ESTIMATES  OF  THE  COMMITTEE  ON 

INTERNATIONAL  RELATIONS  CONCERNING  THE 

BUDGET  FOR  FISCAL  YEAR  1977 


(323) 


INTRODUCTION 


The  levels  recommended  in  the  following  tables  were  agreed  to  by 
the  Committee  on  International  Relations  in  meetings  held  on  March 
9,  10,  and  11,  1976.  For  the  most  part,  they  are  based  on  (a)  completed 
authorization  action  by  the  Congress  or  by  the  Committee  on  Inter- 
national Relations,  (b)  the  President's  budget  requests  which  the 
Committee  on  International  Relations  supports,  and  (c)  reductions 
or  increases  in  the  President's  budget  requests  consistent  with  previous 
positions  of  the  Committee  on  International  Relations. 

The  Committee  on  International  Relations  wishes  to  point  out  that 
estimates  of  outlays  for  items  which  are  contained  in  the  Foreign 
Assistance  and  Related  Programs  Appropriation  bill  for  fiscal  year 
1976  and  the  transition  quarter  are  based  on  budget  request  levels, 
After  final  passage  of  fiscal  year  1976  and  transition  quarter  appro- 
priation legislation,  the  fiscal  year  1977  outlay  levels  for  these  items 
will  have  to  be  adjusted  to  reflect  the  actual  appropriation  amounts 
contained  in  that  legislation. 

The  Committee  on  International  Relations  also  wishes  to  note  that 
while  it  does  not  have  legislative  jurisdiction  over  international 
financial  institutions — such  as  the  International  Development  Asso- 
ciation (IDA),  the  Inter- American  Development  Bank  (IDB),  and 
the  Asian  Development  Bank — it  is  interested  in  the  budgetary 
aspects  of  these  institutions  for  several  reasons. 

First,  this  committee  has  specific  oversight  responsibility  with 
respect  to  these  institutions. 

Second,  the  committee  has  a  strong  interest  in  all  facets  of  inter- 
national development  and  relations  with  the  developing  countries. 

Third,  and  most  important  from  the  standpoint  of  this  report,  the 
committee  would  like  to  assure  that  the  ceilings  and  targets  established 
in  the  congressional  budget  process  take  into  account  all  the  funds 
which  are  likely  to  be  requested  and  appropriated  for  these  institutions 
in  fiscal  year  1977.  The  committee  expresses  this  concern  because  in 
fiscal  year  1976  the  first  budget  resolution  did  not  reflect  amounts 
which  were  requested  but  which  were  not  appropriated  for  the  previous 
fiscal  year.  As  a  result,  items  that  slipped  from  fiscal  year  1975  to 
fiscal  year  1976  had  to  be  accommodated  in  target  and  ceiling  levels 
which  were  established  without  regard  to  those  items. 

Therefore,  the  committee  strongly  urges  that,  this  year,  the  Com- 
mittee on  the  Budget  specifically  take  into  account  the  probability 
that  substantial  portions  of  the  amounts  requested  for  international 
financial  institutions  for  fiscal  year  1976  will  not  be  appropriated  in 
this  fiscal  year  and  will,  therefore,  slip  into  fiscal  year  1977.  Unless 
the  congressional  budget  process  does  take  this  probability  into 
account  in  establishing  targets  and  ceilings  for  fiscal  year  1977,  it  will 
foster  a  perpetuation  of  the  delays  in  appropriations  which  have  in 
turn  delayed  the  U.S.  contributions  to  various  international  institu- 
tions, to  the  detriment  of  the  foreign  policy  interests  of  the  United 
States.  It  will,  in  addition,  add  to  the  pressure — already  substantial — 
to  reduce  other  items  in  the  international  affairs  function. 
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PRESIDENT'S  BUDGET  REQUESTS  FOR  EXIST- 
ING PROGRAMS  WHICH  REQUIRE  REENACT- 
MENT  OR  MODIFICATION  OF  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1S77 


INTERNATIONAL  SECURITY  ASSISTANCE 
Grant  Military  Assistance 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

050 

o 

294,  000 

222,  500 
(-71,500) 

380,  000 

357,  000 
(-23,000) 

Fending. 


COMMITTEE    COMMENT 


The  recommended  levels  for  the  grant  military  assistance  program 
are  consistent  with  both  the  House  and  Senate  versions  of  fiscal  year 
1976  authorizing  legislation  for  security  assistance.  Both  bills  contain 
provisions  which  terminate  grant  military  assistance  programs  at. 
the  end  of  fiscal  year  1977,  except  where  specifically  authorized  by  the 
Congress. 

The  recommended  level  for  budget  authority  in  fiscal  year  1977 
would  provide  $152.5  million  for  the  eight  countries  specified  in 
pending  fiscal  year  1976  authorizing  legislation,  $25  million  for  nine 
unspecified  countries,  and  $45  million  for  support  costs. 
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Foreign  Military  Education  and  Training 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

050 

o 

32,  900 

28,  200 
(-4,700) 

30,  000 

28,  000 
(-2,000) 

Pending. 


COMMITTEE    COMMENT 


Pending  fiscal  year  1976  authorizing  legislation  for  security  assist- 
ance retains  the  grant  military  education  and  training  program  as 
a  separate  authority.  Because  of  the  program's  value  to  U.S.  interests, 
it  was  decided  by  the  committee  that  grant  training  should  not  be 
phased  out  in  conjunction  with  the  grant  materiel  assistance  program. 

The  recommended  reduction  in  the  President's  request  would  permit 
the  grant  training  program  to  continue  at  the  level  approved  by  the 
House  in  the  fiscal  year  1976  authorization  bill  which  deletes  Brazil 
and  Venezuela  from  the  list  of  participating  governments. 

Foreign  Military  Sales  Credits 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

050 

« 

852,  000          852,  000 

695,  000 

695, 000 

1  Pending, 


COMMITTEE    COMMENT 


A  major  consideration  involved  in  the  committee's  decision  to 
terminate  grant  military  assistance  programs  at  the  end  of  fiscal 
year  1977  was  that,  in  lieu  of  this  source  of  military  equipment, 
recipient  governments  should  have  access  to  U.S.  defense  articles 
and  services  on  a  basis  that  will  maintain  a  credible  defense  capability 
for  our  friends  and  allies  while  facilitating  a  smooth  transition  from 
grants  to  sales.  The  most  equitable  way  to  provide  such  access  is 
through  the  military  sales  credit  program. 

The  President's  request  for  budget  authority  and  outlays  would 
support  a  total  program  of  $2,179,600,000,  as  compared  to  a  program 
level  of  $2,374,700,000  in  fiscal  year  1976.  The  largest  single  portion 
of  the  total  program,  $1  billion,  is  planned  for  Israel,  for  which  re- 
payment of  $500  million  would  be  forgiven. 
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Security  Supporting  Assistance 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Committee 

Presi-     reeommenda- 

dent's                      tion 

request         (difference) 

150 

O 

1,808,500       1,808,500  1, 

395,  500       1, 395,  500 

1  Pending. 


COMMITTEE    COMMENT 


The  bulk  of  the  President's  budget  authority  request,  $1.7  billion, 
would  go  to  the  following  Middle  East  countries:  Israel,  $785  million; 
Egypt,  $750  million;  Jordan,  $77.5  million;  and  Syria,  $90  million. 

The  committee  believes  this  emphasis  is  justified  in  view  of  the 
relationship  of  such  assistance  to  peace  efforts  in  the  Middle  East,  a 
region  of  vital  importance  to  the  United  States. 

The  balance  of  the  request  is  programed  for  Portugal,  Cyprus, 
Bahrain,  and  Malta. 

Middle  East  Special  Requirements  Fund 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(■) 

35, 000            35,  000 

36,  780 

36,  780 

1  Pending. 


COMMITTEE    COMMENT 


The  committee,  and  Congress  as  a  whole,  have  approved  the  full 
executive  branch  request  for  the  Fund  during  its  2-year  existence.  The 
executive  branch  plans  for  the  Fund  in  fiscal  year  1977  are  as  follows: 
(1)  $15  million  is  programed  for  the  American  Sinai  Early  Warning 
Support  Mission;  (2)  $3  million  will  be  used  for  development  activities 
on  the  West  Bank  and  in  Gaza  in  accordance  with  the  committee's 
report  which  accompanied  the  Foreign  Assistance  Act  of  1974;  (3)  the 
remaining  $17  million  will  be  used  on  a  contingency  basis. 
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Contingency  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

156 : 

(') 

10,  eoo 

5,600 
(-5,000) 

8,G51 

6,651 
(-2,000) 

Pending. 


COMMITTEE    COMMENT 


The  recommended  reduction  in  the  President's  request  for  the  con- 
tingency fund  is  consistent  with  both  the  House  and  Senate  versions  of 
legislation  authorizing  security  assistance  for  fiscal  year  1976,  which 
reduce  the  President's  request  for  a  $10  million  revolving  contingency 
fund  by  $5  million  and  keep  the  authorization  on  an  annual  basis. 

According  to  AID,  the  Fund  is  being  operated  at  a  rate  of  $1.8 
million  under  the  Continuing  Resolution  for  the  current  fiscal  year. 
None  of  these  funds  have  been  obligated  to  date. 

International  Narcotics  Control 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150. 

(') 

34,000 

3.4*0.0.0. 

38,000 

38,000 

Pending. 


COMMITTEE   COMMENT 


The  President's  budget  authority  request  of  $34  million  is  $8.5 
million  below  his  request  for  fiscal  year  1976.  The  reduction  below  the 
traditional  request  of  $42.5  million  is  due  to  the  availability  of  un- 
obligated balances  from  prior  year  appropriations. 


68-249   O  -  76  -  22 
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DEPARTMENT  OF  STATE 

Based  upon  agreements  between  the  Department  of  State  and  24 
other  agencies  operating  overseas,  the  Department  has  instituted  a 
Foreign  Affairs  Administrative  Support  system  (FAAS)  to  replace 
the  previous  Shared  Administrative  Support  system  (SAS) . 

The  Department  provides  a  number  of  administrative  support 
activities  and  facilities  for  these  agencies  overseas.  Under  the  SAS 
the  appropriations  of  each  agency  included  a  sum  for  such  support. 
Under  the  new  FAAS,  reflected  in  the  fiscal  year  1977  budget,  all 
of  these  administrative  costs  are  included  in  the  State  Department 
budget  and  the  budgets  of  the  other  agencies  reduced  in  equivalent 
amounts. 

The  new  system  represents  no  increase  in  overall  costs  to  the  Gov- 
ernment; it  is  a  bookkeeping  arrangement.  This  approach  is  supported 
by  the  GAO. 

The  introduction  of  this  new  system  accounts  for  an  increase  of 
$69.9  million  in  the  Department's  fiscal  year  1977  budget. 

Administration  of  Foreign  Affairs 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

0 

551,  955 

552, 455  5 

(+500) 

:  509,  320 

2  509,  820 

(+500) 

1  Pending. 

2  Outlays  for  payments  to  the  Foreign  Service  retirement  and  disability  fund 
are  included  in  outlays  shown  on  page  41. 


COMMITTEE  COMMENT 


This  sum  covers  salaries,  expenses,  and  allowances  of  the  officers 
and  employees  of  the  Department,  both  in  the  United  States  and 
abroad;  representation  allowances  abroad,  to  which  the  committee 
added  $500,000;  emergencies  in  the  Diplomatic  and  Consular  Service; 
executive  direction  and  policy  formulation;  administrative  and  staff 
activities;  and  a  payment  of  $8,055,000  to  the  Foreign  Service  retire- 
ment and  disability  fund  for  the  unfunded  liability  created  by  new 
statutes  which  liberalize  benefits  or  increase  salaries  on  which  benefits 
are  computed. 
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International  Organizations  and  Conferences 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(•) 

338, 875        363, 925 
(+25,050) 

322, 217 

347,  267 

(+25,050) 

Pending. 


COMMITTEE  COMMENT 


This  sum  defrays  the  assessments  of  the  United  States  in  inter- 
national organizations  and  pays  the  costs  of  U.S.  participation  in 
international  conferences.  It  includes  the  U.S.  share  of  the  cost  of  the 
United  Nations  and  its  specialized  agencies  as  well  as  12  regional 
organizations  and  17  smaller  international  organizations.  From  it  are 
paid  the  expenses  of  seven  missions  which  represent  the  United  States 
at  the  headquarters  of  certain  of  these  organizations.  Included  is  $45 
million  for  Middle  East  peacekeeping  activities.  It  will  also  defray 
expenses  of  the  U.S.  delegation  which  will  host  the  annual  meeting 
this  year  of  the  North  Atlantic  Assembly,  for  which  an  additional 
$50,000  has  been  included.  The  additional  $25  million  for  UNESCO 
recommended  by  the  committee  is  strictly  a  contingency  fund  to 
provide  for  the  U.S.  share  of  its  regular  assessment  to  UNESCO 
should  the  situation  change  to  the  point  where  the  U.S.  desires  to 
resume  its  participation  in  this  agency.  That  sum  includes  a  residual 
payment  due  for  its  1974  assessment  as  well  as  its  assessment  for 
calendar  year  1975.  Unless  there  is  a  change  in  the  current  situation 
within  UNESCO,  it  is  most  unlikely  that  the  Congress  would  au- 
thorize any  funds  for  further  participation. 


8 


332 


Educational  Exchange 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

68,  500             68,  500 

2  60,  681 

2  60,  681 

1  Pending. 

2  Includes  $15,000,000  for  preservation  of  ancient  Nubian  monuments  (special 
foreign  currency  programs). 

COMMITTEE  COMMENT 

This  sum  will  enable  the  Secretary  of  State  to  carry  out  his  func- 
tions under  the  provisions  of  the  Mutual  Educational  and  Cultural 
Exchange  Act  as  well  as  provide  support  to  the  East- West  Center 
associated  with  the  University  of  Hawaii. 

Migration  and  Refugee  Assistance 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

o 

10, 000 

10, 000 

10, 693 

10, 693 

1  Pending 


COMMITTEE    COMMENT 


This  sum  provides  for  U.S.  assistance  to  migrants  and  refugees 
through  contributions  to  the  Intergovernmental  Committee  for 
European  Migration,  the  United  Nations  High  Commissioner  for 
Refugees,  the  International  Committee  for  the  Red  Cross  and  direct 
assistance  to  or  on  behalf  of  refugees  from  various  countries  through 
voluntary  agencies. 
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Foreign  Buildings  Operations 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's      w              tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

J  55,  202 

2  72,  735          2  72, 735 

50,  644 

50,  644 

1  Supplemental  authorization  request  of  $31,458,000  is  pending. 

2  Of  which  $5,535,000  is  for  the  purchase  of  foreign  currencies  from  the  U.S. 
Treasury  which  are  considered  excess  to  U.S.  needs. 

COMMITTEE    COMMENT 

A  small  portion  of  this  sum  will  permit  the  acquisition,  development, 
and  construction  of  office  buildings  abroad  used  by  many  civilian 
agencies  of  the  United  States  as  well  as  residences  for  diplomatic  and 
consular  personnel.  The  principal  portion  is  for  the  operation  and 
maintenance  of  these  properties.  The  program  is  authorized  at  2-year 
intervals.  Last  year  Congress  authorized  $55,202,000  for  fiscal  year 
1977.  The  Executive  has  requested  a  supplemental  authorization  of 
$31,458,000,  most  of  which  is  to  start  work  on  a  new  embassy  complex 
in  Moscow.  Under  existing  law  the  authorized  but  unappropriated 
sum  for  1977  may  be  carried  over  to  future  fiscal  3Tears  until  appro- 
priated. 

Passport  Office 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.      (') 

2,000  _ 

2,000 

(+2,000) 

(+2,000) 

1  Under  committee  consideration. 

COMMITTEE    COMMENT 

This  sum  will  permit  the  Passport  Office  to  miniaturize  its  volumin- 
ous files  thus  reducing  the  need  for  additional  filing  cabinets  and  office 
space.  It  will  also  enable  the  Office  to  continue  its  study  and  develop- 
ment of  the  Travel  Document  and  Issuance  System  to  expedite  the 
issuance  and  use  of  passports  in  international  travel. 
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Foreign  Service  Retirement  Amendments 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.      (') 

14,000  _ 

14,  000 

(  +  14,000) 

(  +  14,000) 

1  Under  committee  consideration. 

COMMITTEE  COMMENT 

Amendments  to  the  Foreign  Service  Retirement  and  Disability 
System  under  committee  consideration  would  bring  that  system  into 
line  with  benefits  available  to  personnel  covered  by  the  Civil  Service 
retirement  system.  They  were  submitted  by  the  Executive  in  1975. 
The  sum  would  provide  for  a  payment  of  $2  million  per  year  for  30 
years  to  the  Foreign  Service  retirement  fund  to  amortize  the  antici- 
pated increase  in  the  unfunded  liability  of  the  fund  arising  from  the 
changes  made  in  the  retirement  system  by  these  amendments.  About 
$10.6  million  would  also  be  paid  into  the  fund  to  finance  the  portion 
of  Foreign  Service  normal  cost  not  now  being  met  from  the  employee- 
employer  contributions.  Thus  almost  $13  million  will  be  deposited 
with  the  Foreign  Service  retirement  fund,  where  it  will  draw  interest. 
Readjustment  of  annuities  of  certain  alien  retirees,  reduced  by  dollar 
devaluation,  will  also  be  funded  from  this  item. 

Soviet  Refugee  Assistance 

[In  thousands  of  dollars]  ■ 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-     recommenda- 

Author-             dent's                      tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

O     20,000 

2,416 

22,416 

(+20,000) 

(+20,000) 

1  Under  committee  consideration. 


COMMITTEE  COMMENT 


This  sum  will  continue  to  assist  Israel  in  the  settlement  of  Jewish 
refugees  from  the  Soviet  Union. 
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UNITED  STATES  INFORMATION  AGENCY 

USIA  Salaries  and  Expenses 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

o 

256,  925        2  256,  925 

260,  382 

260,  382 

1  Pending. 

2  Of  which  $8,600,000  is  for  the  purchase  of  foreign  currencies  from  the  U.S. 
Treasury  which  are  considered  excess  to  U.S.  needs. 

COMMITTEE  COMMENT 

This  sum  is  used  bv  USIA  to  conduct  cultural  and  informational 
programs  on  a  world-wide  basis.  Among  the  activities  funded  are  press, 
radio,  TV,  motion  pictures,  publications,  information  center,  libraries, 
lectures,  seminars,  book  publications,  and  support  for  the  Department 
of  State's  educational  and  cultural  exchange  programs. 

USIA  Special  International  Exhibitions 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

0 

4,  841              4,  841 

7,113 

7,  u* 

1  Pending. 


COMMITTEE  COMMENT 

Programs  funded  from  this  account  are  focused  on  East  Europe,  the 
Soviet  Union,  and  Berlin.  Emphasis  is  on  topical  rather  than  purely 
commercial  exhibitions  and  is  intended  to  portray  various  aspects  of 
American  life  and  culture  presented  in  American  environments.  It  also 
includes  support  for  seminars  conducted  by  American  specialists 
eminent  in  the  particular  exhibition's  theme  as  well  as  related  support 
such  as  bilingual  guides  and  publications  relating  to  the  exhibition. 
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USIA  Radio  Facilities 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

2, 142              2, 142 

2,202 

2,202 

Pending. 


COMMITTEE    COMMENT 


This  sum  is  necessary  to  permit  the  continuing  program  of  major 
improvements,  replacements  and  repairs  to  maintain  and  improve  the 
efficiency  of  existing  facilities  as  well  as  engineering  research  for  the 
improvement  of  broadcasting  techniques  and  components. 

OTHER  PROGRAMS 
Peace  Corps 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

-1 81,  000 

67, 155 

81,  000 

(  +  13,845) 

65,  315 

76,  400 

(  +  11,085) 

1  Authorization  level  reported  by  International  Relations  Committee. 
COMMITTEE  COMMENT 

The  committee  increased  the  authorization  for  the  Peace  Corps  for 
two  reasons:  First,  it  increased  the  readjustment  allowance  paid  to 
volunteers  upon  their  termination  based  on  months  of  service.  Since 
1961,  the  amount  has  been  $75  per  month.  The  committee  increased 
the  figure  to  $125.  Second,  its  oversight  of  Peace  Corps  operations  had 
made  it  clear  that  past  reductions  in  the  Peace  Corps  budget  had  cut 
support  of  volunteers  in  the  field  to  the  point  where  the  effectiveness  of 
programs  was  in  jeopardy.  In  restoring  some  funds,  the  committee 
does  not  intend  that  the  Peace  Corps  increase  the  size  of  the  volunteer 
corps,  but  rather  enhance  the  quality  of  their  activities. 
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Board  for  International  Broadcasting 

[In  thousands  of  dollars] 


- 

— — - 

^Budget  authority" 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

-1 58,  385 

53,  385 

58,  385 
(  +  5,000) 

54,  383 

54,  383 

1  Authorization  level  reported  by  International  Relations  Committee. 


COMMITTEE    COMMENT 

H.R.  12262  authorizes  a  total  of  $58,385,000  for  the  Board  for 
International  Broadcasting  both  to  make  grants  to  support  100  percent 
of  the  operation  of  Radio  Free  Europe  and  Radio  Liberty,  which  broad- 
cast to  the  Soviet  Union  and  Eastern  Europe,  and  also  to  support  the 
policymaking  and  supervisory  role  of  the  Board  and  its  small  staff. 
The  total  includes  $5  million  to  protect  the  proposed  level  of  opera- 
tions of  the  radios,  84  percent  expended  in  foreign  currency,  against 
unanticipated  fluctuations  in  foreign  currency  exchange  rates. 

International  Commissions 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

300 

0) 

17,  069             17,  069 

19,  620 

19,  620 

1  Pending. 


COMMITTEE    COMMENT 


These  funds  will  permit  the  United  States  to  fulfill  its  treaty 
obligations  in  the  activities  of  international  boundary  commissions 
with  Mexico  and  Canada.  They  are  also  used  to  pay  the  U.S.  share 
of  nine  international  fisheries  commissions  in  which  the  United  States 
participates,  the  International  Council  for  the  Exploration  of  the  Sea, 
and  the  expenses  of  the  U.S.  Commissioners. 
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LEGISLATIVE     INITIATIVES     OF     CONGRESS 
FISCAL  YEAR  1977 


FOR 


Angola  Disaster  Aid 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-     recommenda- 

Author-             dent's                      tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

10,000  _ 

(  +  10,000) 

10, 000 
+$10,000 

COMMITTEE    COMMENT 

As  a  result  of  the  recent  civil  war  in  Angola,  an  estimated  10,000- 
15,000  people  have  been  killed,  more  than  600,000  have  fled  their 
homes,  and  the  disruptions  have  resulted  in  food  shortages  in  many- 
parts  of  the  country.  Both  the  International  Red  Cross  and  the 
United  Nations  High  Commissioner  for  Refugees  are  working  in 
the  country.  To  date  the  United  States  has  provided  $675,000  for 
war  disaster  relief  in  Angola,  through  the  Red  Cross.  As  a  result  of 
lengthy  hearings  by  the  Subcommittee  on  International  Food,  Re- 
sources, and  Energy,  it  appears  that  extensive  outside  relief  assistance 
will  be  necessary.  At  present  the  subcommittee  is  considering  legisla- 
tion which  would  provide  U.S.  disaster  relief  aid  in  the  amount  of 
$10  million.  It  would  be  used  to  (a)  provide  food  and  medical  supplies, 
(b)  assist  in  the  relocation  and  resettlement  of  Refugees,  (c)  provide 
some  assistance  to  rebuilding  homes,  and  (d)  repair  damaged  rail 
bridges  on  the  Benguela  Railroad. 
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Lebanon  Disaster  Aid 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-     recommenda- 

Author-              dent's                      tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

10,000  . 

(+10,000) 

10,  000 
(  +  10,000) 

COMMITTEE    COMMENT 

This  allocation  of  $10  million  is  for  war  disaster  relief  assistance 
in  Lebanon.  As  a  result  of  the  recent  conflict  there  10,000  people 
have  been  killed,  20,000  hurt  or  wounded,  and  40,000  rendered 
homeless.  An  estimated  one-half  million  persons  in  Lebanon  are 
in  need  of  some  kind  of  assistance,  according  to  the  U.N.  High  Com- 
missioner for  Refugees.  Thus  far  the  United  States  has  provided 
only  $900,000  in  medical  supplies.  A  number  of  bills  have  been 
introduced  into  Congress  providing  for  relief  aid  to  Lebanon.  Because 
of  the  current  political  situation  in  Lebanon,  the  administration 
has  not  yet  made  its  own  request  for  funds,  but  such  a  request  is 
expected  to  be  forthcoming  in  the  near  future. 

Atlantic  Convention 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

x200 

200  . 

(+200) 

200 

(+200) 

1  Amount  contained  in  legislation  reported  by  the  House  International  Relations 
Committee  on  Mar.  2,  1976. 

COMMITTEE    COMMENT 

The  Atlantic  Convention  would  be  a  convention  of  delegates  from 
the  North  Atlantic  Treaty  parliamentary  democracies,  and  other 
parliamentary  democracies  the  convention  may  invite,  to  explore  the 
possibility  of  agreement  on  a  declaration  that  it  is  the  goal  of  their 
peoples  to  transform  their  present  relationship  into  a  more  effective 
unity  based  on  federal  or  other  democratic  principles. 


16 


340 


PRESIDENT'S  BUDGET  REQUESTS  FOR  EXIST- 
ING PROGRAMS  WHICH  DO  NOT  REQUIRE  AU- 
THORIZING LEGISLATION  FOR  FISCAL  YEAR 
1977 


MILITARY  ASSISTANCE 

Foreign  Military  Sales  Credits,  Proprietary  Receipts 

[In  thousands  of  dollars] 


Budget  authority 


Outlays 


Presi- 


Committee 
recommenda- 


Committee 
Presi-        recommenda- 


Budget 
function 

Author- 
ization 

dent's 
request 

tion 
(difference) 

dent's 
request 

tion 

(difference) 

050 



-364,  583 

-364,  583 

-364,583 

-364,583 

COMMITTEE    COMMENT 

This  item  represents  repayments  of  credits  extended  under  the 
foreign  military  sales  program. 

Advances,  Foreign  Military  Sales 

[In  thousands  of  dollars] 


Budget  authority 


Outla3's 


Committee 
Presi-      recommenda- 


Committee 
Presi-        recommenda- 


Budget 
function 

Author- 
ization 

dent's 
request 

tion 
(difference) 

dent's 
request 

tion 
(difference) 

050 

.      (') 

115,700 

115,700 

-200,000 

-200,000 

1  Permanent  authority. 


COMMITTEE    COMMENT 


The  President,  under  sections  22  and  23  of  the  Foreign  Military 
Sales  Act,  has  permanent  authority  to  finance  procurement  of  defense 
articles  and  services  to  be  sold  on  cash  or  credit  terms  to  foreign 
countries.  The  revolving  fund,  from  which  these  advances  are  made, 
is  replenished  by  payments  from  the  purchasing  government.  Ac- 
cording to  the  OMB,  the  most  recent  revised  budget  estimate  for 
this  account  shows  &  net  budget  authority  requirement  for  fiscal  year 
1977  of  $115.7  million  and  a  negative  outlay  impact  of  $200  million. 
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Liquidation  of  Foreign  Military  Sales  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

050 

-11,900 

-11,900 

COMMITTEE    COMMENT 

This  budget  account  was  created  by  section  524(b)(2)  of  the 
Foreign  Assistance  Act  which  requires  that  any  moneys  paid  into 
the  special  foreign  military  sales  fund  which  was  terminated  on 
June  30, 1968,  shall  be  transferred  to  the  general  fund  of  the  Treasury. 

Indochina  Postwar  Reconstruction  Funds 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-      recommenda- 

Author-              dent's                       tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

5,978 

5,978 

COMMITTEE   COMMENT 

In  his  fiscal  year  1976  security  assistance  request,  the  President 
asked  for  authority  to  use  remaining  Indochina  Postwar  Reconstruc- 
tion funds  to  assume  the  liabilities  of  the  South  Vietnamese,  Cam- 
bodian, and  Laotian  Governments  under  any  contract  of  such  govern- 
ment which  was  financed  or  approved  for  financing  by  AID.  Such 
authority  is  contained  in  pending  fiscal  year  1976  security  assistance 
authorizing  legislation.  The  outlays  estimated  above  would  be  used 
to  pay  such  liabilities  and  to  pay  closing  costs  for  direct  U.S.  Govern- 
ment contracts  with  firms  which  operated  in  Indochina. 
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INTERNATIONAL  DEVELOPMENT  ASSISTANCE 

The  Committee  on  International  Relations  urges  the  Committee  on 
the  Budget  to  provide  for  the  full  amount  authorized  for  fiscal  year 
1977  for  international  development  assistance.  In  some  cases,  the 
President  has  requested  less  than  the  amount  authorized.  There  is  no 
indication  that  these  reductions  are  attributable  to  any  lessening  of 
need  for  this  type  of  assistance.  On  the  contrary,  the  requirements  of 
the  poor  countries  for  outside  help  remains  high,  worldwide  inflation 
continues  to  reduce  the  impact  of  the  foreign  aid  dollar,  and  the  needs 
of  the  world's  desperately  poor  people  are  far  from  met. 

Even  if  the  full  amounts  authorized  for  international  development 
assistance  are  appropriated,  these  amounts,  together  with  food  aid 
under  Public  Law  480,  contributions  to  international  agencies,  and 
other  economic  assistance  funds,  commonly  referred  to  as  Official  De- 
velopment Assistance,  would  amount  to  only  0.23  percent  of  the  U.S. 
gross  national  product.  In  1974  with  0.25  percent  of  our  GNP  devoted 
to  Official  Development  Assistance  (ODA),  the  United  States  ranked 
13th  out  of  17  industrialized  countries,  based  on  the  ODA/GNP  ratio; 
only  Austria,  Finland,  Italy,  and  Switzerland  had  lower  ratios. 

The  levels  of  funding  for  development  assistance  contained  in  H.R. 
9005  (the  International  Development  and  Food  Assistance  Act  of 
1975)  have  very  good  support  in  the  House.  The  bill  passed  by  an 
89-vote  margin,  and  the  conference  report  by  a  115-vote  margin.  This 
bill  represents  at  least  a  beginning  of  a  U.S.  response — financially, 
not  just  rhetorically — to  the  vast  needs  acknowledged  at  the  World 
Food  Conference,  over  a  year  ago,  and  in  Secretary  Kissinger's  state- 
ment to  the  Seventh  Special  Session  of  the  U.N.  General  Assembly 
this  past  fall. 

The  problem  of  development  is  a  human  problem  and  is  best  seen  in 
the  perspective  of  human  beings : 

An  estimated  800  million  persons  in  the  developing  world  suffer 
from  malnutrition. 

For  the  poorest,  life  expectancy  is  almost  30  years  less  than  in 
the  United  States. 

Infant  mortality  is  nearly  four  times  higher  than  in  the  United 
States.  One  of  every  five  children  dies  before  the  age  of  5. 

There  is  no  regular  access  to  health  services  for  85  percent  of 
the  people  in  less-developed  nations. 

Current  world  population  of  .4  billion  will  double  in  40  years  if 
present  growth  rates  continue.  Population  growth  in  the  less- 
developed  countries  will  account  for  85  percent  of  that  growth. 
Through  development  assistance,  the  United  States  seeks  to  help 
solve  those  most  pressing  problems  of  poor  people  in  poor  countries. 
The  human  perspective  is  most  important  in  assessing  the  impact  of 
congressional  action  on  the  attitudes  of  the  Third  World  countries. 
Given  the  human  perspective  described  above,  we  should  be  mindful 
of  the  way  the  world's  poorest  countries  view  this  action  of  the  repre- 
sentatives of  the  people  of  the  world's  richest  country.  If  we  do  not 
increase,  however  slightly,  our  level  of  development  assistance,  other 
donors  will  be  discouraged,  and  inevitable  consequences  will  follow: 
Without  an  increase  in  United  States  and  other  donor  official 
assistance,  economic  stagnation  will  characterize  the  2d  Develop- 
ment Decade. 
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Without  an  increase  in  U.S.  official  development  assistance  our 
rhetorical  commitment  to  development,  expressed  by  the  Secre- 
tary of  State  at  the  U.N.  7th  Special  Session  and  more  recently  in 
Latin  America  and  by  our  delegation  to  the  World  Food  Con- 
ference, will  be  running  several  percentage  points  ahead  of  our 
actual  disbursements  of  Official  Development  Assistance. 

The  present  and  impending  gap  between  our  pronouncements 
and  our  performance  in  the  economic  assistance  area  cannot  help 
but  exacerbate  the  North-South  split  between  the  rich  and  poor 
nations. 

U.S.   efforts  to  persuade  OPEC  countries  to  increase  their 

assistance  flows  are  not  likely  to  meet  with  much  success  as  long 

as  U.S.  assistance  flows  remain  constant  or  actually  decline. 

The  timing  of  this  year's  congressional  action  is  critical  toward 

assuring  a  continuation  of  the  momentum  of  congressional  initiatives 

to  reform  and  reshape  the  development  assistance  program.  Beginning 

in  1973  the  House  initiated  and  the  Congress  supported  legislation  to 

overhaul  development  aid : 

Specifically,  the  legislation  of  1973  and  1975  focused  our  devel- 
opment resistance  on  the  most  basic  and  pervasive  problems  of 
the  poor,  and  narrowed  our  priorities  to  areas  of  critical  impor- 
tance: 

Food  production  and  nutrition, 

Family  planning  and  health,  and 

Education  and  human  resources  development. 

The  Agency  for  International  Development  is  responding  to 
this  congressional  initiative  and  has  directed  its  energies  to 
changing  the  focus  of  the  program  to  meet  the  congressional 
mandate. 

In  Public  Law  94-161  (H.R.  9005)  the  Congress  approved 
levels  higher  than  the  budget  request  for  new  development 
assistance  programs  consistent  with  these  reforms. 

Unfortunately,  the  fiscal  year  1976  economic  assistance  pro- 
gram under  title  I  of  the  foreign  assistance  appropriation  bill, 
now  pending  before  the  Senate,  is  $206  million  below  the  Presi- 
dent's budget  request  and  over  $318  million  below  the  level 
authorized  by  the  House. 

It  is,  therefore,  imperative,  given  the  anticipated  reductions  in 
the  fiscal  year  1976  foreign  assistance  appropriation  and  the  al- 
ready disproportionately  small  -share  of  our  GNP  devoted  to 
ODA,  that  the  House  budget  resolution  level  recommended  by 
the  Committee  on  the  Budget  be  sufficiently  high  to  accommodate 
the  fiscal  year  1977  levels  contained  in  Public  Law  94-161  (H.R. 
9005). 
That  AID  could  wisely  program  and  obligate  funds  at  the  author- 
ized level  in  fiscal  year  1977  is  without  question  for  the  following 
reasons : 

The  President's  fiscal  year  1977  budget  request  necessarily 
assumed  full  appropriation  of  the  administration's  fiscal  year 
1976  request.  It  now  appears  that  this  fiscal  year  1976  economic 
assistance  appropriation  will  be  in  the  range  of  $200  million  below 
the  President's  request. 

This  $200  million  shortfall  will  necessarily  have  to  be  deferred 
and  incorporated  into  fiscal  year  1977  and  future  year  appropri- 
ations. 
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Since  the  President's  fiscal  year  1977  budget  request  is  $175.7 
million  below  the   authorized  level,   a  large   portion    (approxi- 
mately 85  percent)  of  the  fiscal  year  1976  shortfall  in  program 
requirements  could  be  funded  in  fiscal  year  1977  without  exceed- 
ing the  authorized  levels. 
H.R.  9005  represents  congressional  affirmation  of  the  minimum 
amounts  required  for  investment  in  development  assistance  to  bring 
the  economies  of  the  developing  countries  to  the  point  where  they  can 
provide  on  their  own  essential  goods  and  services  for  their  citizens. 

The  levels  contained  in  H.R.  9005  also  represent  the  minimum 
amounts  necessary  for  investment  in  developing  countries  so  they  can 
bring  their  economies  up  to  the  level  where  they  can  trade  and  work 
with  us.  In  an  interdependent  world  our  future  prosperity  is  hinged 
in  no  small  measure  to  the  prosperity  and  purchasing  power  of  over 
half  of  the  world's  population  residing  in  developing  countries. 

For  all  these  reasons  we  must  continue  the  congressionally  initiated 
"New  Directions"  in  development  aid — and  must  provide  adequate 
funds  for  that  purpose. 

21 


345 


Food  and  Nutrition 

[In  thousands  of  dollars] 

Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Committee 

Presi-        recommenda- 

dent's                        tion 

request            (difference) 

150 

,745,000 

633,  600           745,  000 
(  +  111,400) 

588,  880           610,  900 
(+22,020) 

COMMITTEE    COMMENT 


The  funds  provided  for  this  account  are  used  £  or  agricultural  devel- 
opment, rural  development,  and  nutrition  programs  in  the  developing 
countries.  They  are  not  used  to  ship  U.S.  agricultural  commodities, 
which  are  furnished  under  the  Food  for  Peace  Program  (Public  Law 
480),  but  to  provide  assistance  so  that  developing  countries  can 
improve  their  own  agricultural  production,  increase  economic  activity 
in  rural  areas  to  support  agricultural  production  and  benefit  the  rural 
poor,  and  attack  the  malnutrition  which  afflicts  so  many  millions  in  the 
poor  countries. 

The  amount  recommended  by  the  committee  is  the  level  which  the 
Congress  approved  in  authorizing  legislation  passed  in  December  1975. 
Despite  the  subsequent  reduction  of  that  level  in  the  President's 
budget  for  fiscal  year  1977,  the  full  amount  is  needed  and  can  be  well 
used.  The  President  requested  $628.8  million  for  food  and  nutrition 
for  fiscal  year  1976,  and  identified  additional  program  requirements 
amounting  to  $136  million  for  that  fiscal  year.  Yet  the  appropriation 
bill  passed  by  the  House  on  March  4  contained  only  $487.5  million 
for  this  purpose.  The  shortfall  caused  by  such  appropriation  cuts  in 
fiscal  year  1976,  as  well  as  the  additional  program  requirements  of 
nearly  $100  million  identified  by  the  administration  for  fiscal  year 
1977,  can  be  funded  only  in  part,  even  if  the  full  $745  million  author- 
ized is  provided  for  fiscal  year  1977. 

Moreover,  the  higher  the  appropriation  for  section  103  of  the  Foreign 
Assistance  Act,  "Food  and  Nutrition",  the  more  funds  there  will  be 
available  to  increase  agricultural  research  and  training  programs 
carried  out  by  U.S.  land  grant  and  other  universities  under  the  new 
"Title  XII"  of  the  recent  development  aid  authorization  bill. 

The  committee  is  of  the  opinion  that  this  U.S.  assistance  to  devel- 
oping countries  to  help  them  grow  more  of  their  own  food,  to  improve 
their  agricultural  policies  and  practices,  to  increase  the  productive 
capacity  of  their  rural  areas,  and  to  raise  their  nutrition  levels,  consti- 
tutes a  modest  response  to  the  great  needs  which  were  so  widely 
acknowledged  at  the  World  Food  Conference. 

It  is  not  enough  for  the  United  States  and  other  wealthy  countries 
to  provide  food  aid  for  developing  countries  that  may  need  it.  Nearly 
as  urgent — and  much  more  important  in  the  long  run — is  helping  coun- 
tries to  boost  their  own  food  production  and  create  opportunities  for 
the  poor  to  earn  at  least  enough  to  buy  the  food  they  need  to  stay 
alive. 
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Population  Planning  and  Health 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
-function 

Author- 
ization 

Presi- 

4ent's 

request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150_   _   __ 

275,600 

275,600 

275,600 

211,670 

211,670 

COMMITTEE    COMMENT 

The  funds  requested  by  the  President  for  this  account  are  needed 
to  support  programs  in  three  basic  areas:  (1)  Low-cost-integrated 
health  and  population  planning  delivery  systems;  (2)  Preventive 
health  programs;  and  (3)  Population  planning  programs  which 
include  education  in  responsible  parenthood  and  motivational  pro- 
grams as  well  as  delivery  of  family  planning  services. 

Development  efforts  over  the  past  20  years  have  helped  improve 
the  health  and  reduce  the  fertility  of  the  millions  of  poor  people  in 
the  developing  countries.  Death  and  disease  rates  have  declined 
rapidly  but  they  are  still  considerably  above  those  found  in  the  United 
States  and  other  industrialized  nations.  While  birth  rates  have  begun 
to  fall  in  some  areas,  death  rates  have  dropped  more  rapidly.  As  a 
result,  the  population  of  many  countries  has  increased  rapidly  and  is 
likely  to  double  before  the  end  of  this  century. 

Given  current,  modest  economic  growth  rates,  the  quality  of  life  in 
most  developing  countries  shows  little  improvement  and  may  even 
deteriorate  if  their  populations  continue  to  grow.  Most  of  the  2.5 
billion  people  who  live  in  the  developing  countries  continue  to  face 
hunger,  malnutrition  and  disease  with  little  or  no  access  to  productive 
services  needed  to  ease  their  plight. 

— In  Africa,  1  in  7  or  15  percent  of  all  children  die  before  their 
first  birthday  as  compared  with  only  1  in  50  or  about  2  percent 
in  the  United  States. 
— Children  under  the  age  of  5  years  still  pay  the  highest  price  in 
terms  of  sickness  and  death,  primarily  from  malnutrition  and  a 
combination  of  respiratory  and  gastro-intestinal  disease  that 
would  be  routinely  controlled  in  the  United  States. 
— Half  of  the  people  in  the  developing  countries  are  children 
under  the  age  of  15  who  must  rely  largely  on  others  to  meet 
their  needs. 
— Life  expectancy  in  developing  countries  is  still  only  50  years 
or  less  compared  to  71  years  in  the  United  States. 
Toda}',  some  85  percent  of  the  people  in  developing  countiies  still 
lack  adequate  access  to  basic  health,  family  planning  and  nutrition 
services.  These  funds  are  an  important  means  of  providing  such  access 
to  millions  in  the  poor  countries  and,  at  the  same  time,  attacking  the 
problem  of  rapid  population  growth,  which  remains  crucial  to  the 
future  of  the  developing  countries,  and  indeed  to  the  future  of  all 
mankind. 
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Education  and  Human  Resources  Development 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

_  101,  800 

101,  800             101,  800 

80,  799 

80,  799 

COMMITTEE  COMMENT 

The  funds  requested  for  this  account  are  needed  to  help  the  poor 
in  the  developing  countries  gain  skills  and  knowledge  to  improve 
their  lives. 

The  average  literacy  rate  in  the  developing  countries  is  about  40  per- 
cent; in  many  countries  where  these  funds  will  be  used  the  rate  is  as 
low  as  10  percent  or  less.  The  number  of  children  aged  5  to  14  who  are 
in  school  in  the  developing  countries  has  risen  from  under  100  million 
in  1950  to  over  200  million  today.  But  the  number  not  in  school  has 
also  risen  during  the  same  period,  so  that  there  are  still  more  school- 
age  children  not  in  school  than  there  are  in  school. 

These  funds  will  help  provide  some  basic  education  to  millions  of 
childrea  who  would  otherwise  have  none  at  all,  and  will  help  develop- 
ing countries  make  their  education  systems,  both  formal  and  non- 
formal,  more  relevant  to  the  needs  of  their  people. 
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Technical  Assistance,  Energy,  Research,  Reconstruction,  and 
Selected  Development  Problems 

[In  thousands  of  dollars] 


Author- 
ization 

Budget  authority 

Committee 

Presi-      recommenda- 

dent's                      tion 

request         (difference) 

Outlays 

Budget 
function 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.104,500 

83,  200 

104,  500 
(+21,300) 

37,  427 

47,  000 

(  +  9,573) 

COMMITTEE  COMMENT 

The  funds  provided  for  this  account  are  to  go  for  several  important 
purposes  which  do  not  fit  within  the  three  major  aid  categories.  Among 
them  are  technical  assistance  through  U.S.  private  voluntary  agencies; 
programs  to  help  developing  countries  cope  with  their  energy  prob- 
lems; research;  reconstruction  following  natural  disasters;  special 
development  problems  faced  b}r  the  poorest  countries;  programs  to 
help  the  urban  poor;  and  ocean  freight  costs  paid  by  U.S.  voluntary 
agencies  for  overseas  shipments  of  commodities. 

The  full  amount  authorized  is  required  to  provide  sufficient  funds 
for  voluntary  agency  programs,  as  well  as  to  cover  increased  costs  of 
ocean  freight  shipments  by  these  agencies.  The  level  recommended 
by  the  President  would  cut  back  on  these  programs  at  a  time  when 
the  Congress  has  called  for  increased  emphasis  on  private  agencies  to 
assist  in  carrying  out  our  development  aid  programs. 

Selected  Development  Problems 

[In  thousands  of  dollars] 


Budget  authority 

Outlaj-s 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

70,  903 

70,  903 

COMMITTEE  COMMENT 


This  item  represents  outlays  from  prior  year  funding  for  this  ac- 
count, which  in  fiscal  year  1976  was  subsumed  under  ' Technical  As- 
sistance, Energy,  Research,  Reconstruction,  and  Selected  Develop- 
ment Problems." 
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Selected  Countries  and  Organizations 

[In  thousands  of  dollars] 


Budget  authority 

Committee 

Presi-      recommenda- 

dent's                      tion 

request         (difference) 

Outlays- 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request  - 

Committee 
recommenda- 
tion 
(difference) 

150- 

15,972 

15,  972 

COMMITTEE   COMMENT 


This  item  represents  outlays  from  prior  year  funding  for  this  account, 
which  in  fiscal  year  1976  was  subsumed  under  "Technical  Assistance, 
Energy,     Research,     Reconstruction,     and     Selected     Development 


Programs. 


American  Schools  and  Hospitals  Abroad 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.  25,000 

7,500 

25f  000 
(  +  17,500) 

13,597 

21,300 

(+7,903) 

COMMITTEE    COMMENT 

This  program  provides  grants  to  American-sponsored  private 
institutions  in  foreign  countries  to  help  demonstrate  American  ideas, 
practices,  and  recent  progress  in  education  and  medicine. 

The  full  amount  authorized  is  needed  to  carry  out  this  worthwhile 
program.  The  President's  request  represents  a  sharp  reduction  in  the 
level  of  funding  provided  for  this  program  over  the  past  several  years. 
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International  Organizations  and  Programs 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.219,900 

172,  650 

219,900 

(+47,250) 

171,  954 

209,  900 

(+37,946) 

COMMITTEE   COMMENT 

The  funds  in  this  account  are  for  voluntary  contributions  by  the 
United  States  to  various  international  organizations  and  programs. 

The  difference  between  the  committee's  recommendation  (which 
increased  the  administration's  original  request  by  $5  million)  and  the 
administration's  revised  request  for  fiscal  year  1977  is  $47.25  million. 
The  difference  involves  four  programs  which  the  administration's 
revised  request  would  cut : 

The  United  Nations  Development  Program  (UNDP)  would  be 
cut  from  $130  million  to  $100  million.  The  UNDP  is  the  primary 
U.N.  agency  providing  technical  assistance  to  developing  countries, 
and  is  currently  providing  some  $500  million  worth  of  assistance 
a  year.  U.S.  contributions  have  fallen  from  37  percent  of  total 
contributions  in  1966  to  19  percent  in  1976.  The  recommended 
level  of  $130  million  would  raise  U.S.  participation  to  23  percent. 
For  the  5-year  country  programing  cycle  1972-76  total  volun- 
tary contributions  were  $1.5  billion,  and  recipient  countries 
provided  another  $2  billion.  In  the  next  5-year  program  cycle 
(1977-81),  80  percent  of  the  program  will  be  directed  to  countries 
with  per  capita  incomes  of  $500  or  less. 

The  United  Nations  Children's  Fund  (UNICEF)  would  be 
cut  from  $20  million  to  $17  million.  UNICEF's  purpose  is  to 
improve  the  long-range  and  immediate  welfare  to  children 
through  providing  services  to  both  children  and  mothers.  The 
total  funding  level  for  1976  was  approximately  $70.5  million. 
UNICEF  is  supported  solely  by  voluntary  contributions  from 
governments  and  individuals.  It  emphasizes  self-help  programs, 
the  scope  of  which  includes  improved  nutrition,  maternal  and 
child  health,  basic  education,  emergency  aid,  and  basic  services 
such  as  clean  water.  UNICEF's  role  has  become  increasing 
crucial  with  the  deterioration  that  has  been  taking  place  in  the 
situation  of  children  in  many  of  the  poorest  developing  countries. 
U.N.  Relief  and  Worlds  Agency  for  Palestine  Refugees 
(UNRWA)  would  be  reduced  from  $30.7  million  to  $26.7  million. 
The  relief  services  include  shelter,  food,  camp  improvements, 
and  education.  UNRWA's  1976  budget  totaled  $139.7  million. 
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Organization  of  American  States  (OAS)  would  be  reduced  from 
$25.2  million  to  $15.05  million.  The  funds  are  used  to  support 
four  voluntary  programs:  regional  development  activities  in 
education,  science,  and  technology;  joint  projects  dealing  with 
educational,  scientific,  and  technological  problems;  technical  co- 
operation for  economic  and  social  development  programs;  and 
export  promotion. 

Voluntary  contributions  to  international  organizations  and  programs 

[In  thousands  of  dollars] 


United  Nations 

UN  Development  Program 

UN  Children's  Fund 

International  Atomic  Energy  Operational  Fund 

World  Meteorological  Organization  Voluntary  Assistance 
Program 

UN/Food  and  Agriculture  Organization:  World  Food  Pro- 
gram  

UN  Institute  for  Training  and  Research 

UN  Relief  and  Works  Agency  for  Palestine  Refugees 

UN  Educational  and  Training  Program  for  Southern  Africa. 

World  Heritage  Fund 

UN  Revolving  Fund  for  Natural  Resources  Exploration. .. 
Organization  of  American  States 

Total :  International  organizations  and  programs 194, 500  219, 900 


Committee  recom- 
mendations 

Revised 
admin- 
istration 
request 
fiscal  year 
1977 

Fiscal  year 
1976 

Fiscal  year 
1977 

173, 700 

120,000 

20,000 

3,500 

194,650 

130,000 

20,000 

5,000 

157,650 

100,000 

17,000 

5,000 

1,500 

2,000 

2,000 

1,500 

400 

26, 700 

50 

50  -. 

1,500 

400 

30,700 

50 

1,500 

400 

26,700 

50 

5,000 
25,200 

5,000 

20,800 

15,050 

172, 700 
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352 
United  Nations  Environment  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Presi- 

Author-             dent's 

ization           request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

5,000 

10,000 
(+5,000) 

5,000 

10,  000 

(+5,000) 

COMMITTEE  COMMENT 

The  administration's  request  of  $5  million  for  fiscal  year  1977 
would  bring  the  total  U.S.  contribution  to  the  U.N.  Environment 
Fund  to  $25  million  for  the  5-year  period  1973-77 — $15  million 
below  its  original  pledge  of  $40  million  for  the  5-year  period.  The 
committee  feels  that  this  is  an  important  program  and  that  the  United 
States  should  go  at  least  some  distance  in  making  up  its  shortfall. 

The  U.N.  Environment  Program  (UNEP)  was  established  in  1973, 
pursuant  to  the  Stockholm  Conference  on  the  Human  Environment. 

The  purpose  of  UNEP  is  to  coordinate  and  support  international 
environmental  programs,  particularly  in  the  fields  of  identification 
and  control  of  pollutants,  monitoring,  conservation,  human  settle- 
ments, information  exchange,  education,  training,  and  research.  UNEP 
functions  include  the  Global  Environmental  Monitoring  System,  the 
International  Referral  System,  the  development  of  environmental 
management  and  assessment  capabilities,  and  education,  information, 
technical  assistance,  and  training. 

The  creation  of  the  United  Nations  Environment  Fund  was 
largely  the  result  of  U.S.  efforts,  and  the  United  Nations  Environ- 
ment Program  Participation  Act  of  1973  (H.R.  6788)  authorized  a 
U.S.  contribution  of  up  to  $40  million  (40  percent)  of  a  total  fund  of 
$100  million. 

The  U.S.  contribution  was  to  be  paid  in  four  installments  over  the 
5-year  period  1973-77.  The  U.S.  share  has  been  and  is  budgeted  to 
be  funded  at  the  following  levels: 

Fiscal  year:  Amount 

1974 $7.5 

1975 5.0 

1976  request 7.  5 

1977  request 5.  0 

Total 25.  0 

As  of  October  31,  1975,  pledges  from  61  countries  totaled  $109.4 
million  for  the  5-year  period  1973-77. 
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International  Disaster  Assistance 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

_  25,000 

25,  000 

25,000 

24,  024 

24,  024 

COMMITTEE    COMMENT 

This  account  provides  funds  for  the  United  States  response  to 
natural  and  manmade  disasters  around  the  world.  The  level  of  $25 
million  was  set  by  the  Congress  on  the  basis  of  past  experience  to 
provide  funding  for  "routine"  disasters.  The  relatively  small  amount 
provided  in  this  account  frequently  is  insufficient  to  cover  the  need 
for  disaster  relief  funds. 

In  1975  the  administration  sought  approval  of  a  standing  disaster 
relief  fund  of  up  to  $20  million  in  permanent  authorization  which 
could  be  replenished  through  the  appropriation  process  as  funds  were 
required  to, be  used.  Because  of  the  loss  of  authorizing  committee 
controls  implicit  in  such  a  scheme,  the  committee  rejected  the  idea 
and  instead  authorized  a  firm  annual  amount.  At  the  same  time,  it 
noted  that  extraordinary  disaster  situations  would  be  met  by  separate, 
special  authorizations  as  necessary.  In  recent  months  three  such  situa- 
tions have  occurred:  the  Guatemala  earthquake,  civil  war  in  Lebanon, 
and  civil  war  in  Angola.  The  committee  has  reacted  to  these  disasters 
by  establishing  a  budget  allocation  for  each. 

Special  Disaster  Relief  and  Reconstruction 

(In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-      recommenda- 

Author-              dent's                      tion 

Nation            request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

29,561 

29,  561 

COMMITTEE   COMMENT 


This  account  represents  outlays  from  funds  provided  pursuant  to 
the  Foreign  Disaster  Assistance  Act  of  1974,  which  provided  funds 
for  Nicaragua,  Pakistan,  and  drought  areas  in  Africa. 
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Guatemala  Disaster  Relief 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

6,000 

6,000 

COMMITTEE    COMMENT 

This  account  represents  outlays  estimated  in  the  Guatemala  disaster 
assistance  bill  currently  under  consideration. 

Foreign  Service  Retirement  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

16,  680 

16,  680 

16,  680 

16, 680 

1  Permanent  authority. 


COMMITTEE    COMMENT 


This  amount  is  required  to  pay  for  the  fiscal  year  1977  annual 
installment  needed  to  cover  the  unfunded  liability  of  Agency  for 
International  Development  foreign  service  employees  who  are  now 
included  in  the  Foreign  Service  Ketirement  and  Disability  System. 
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Portugal  and  Portuguese  Colonies 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 

request 

Committee 
recommenda- 
tion 
(difference) 

150 

3,996 

3,996 

COMMITTEE    COMMENT 

This  account  represents  the  fiscal  year  1977  outlays  from  prior  year 
appropriations  for  assistance  to  Portugal  and  the  former  Portuguese 
colonies. 

Prototype  Desalting  Plant 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-     recommenda- 

Author-             dent's                      tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150.  _ 

4,000 

4,000 

COMMITTEE    COMMENT 


This  account  represents  the  fiscal  year  1977  outlays  from  assistance 
provided  in  prior  years  to  assist  Israel  in  constructing  a  prototype 
desalting  plant. 

Albert  Schweitzer  Hospital 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

700 

700 

COMMITTEE  COMMENT 


This  item  represents  fiscal  year  1977  outlays  from  prior-year  funds 
provided  for  the  Albert  Schweitzer  Hospital  in  Gabon. 
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Social  Progress  Trust  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-      recommenda- 

Author-             dent's                      tion 

ization           request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150_ 

3,014 

3,014 

COMMITTEE  COMMENT 

This  item  represents  fiscal  year  1977  outlays  from  funds  previously 
provided  to  the  Social  Progress  Trust  Fund. 

Inter-American  Foundation 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-      recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

8,144 

8,144 

COMMITTEE  COMMENT 

This  item  represents  fiscal  year  1977  outlays  of  funds  previously 
provided  to  the  Inter-American  Foundation,  which  carries  out  pro- 
grams of  social  development  in  Latin  America  and  the  Caribbean. 

Overseas  Private  Investment  Corporation 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-      recommenda- 

dent's                       tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

-35,  690 

-35,690 

COMxMITTEE    COMMENT 


This  figure  represents  the  estimated  net  between  OPIC's  revenues 
from  fees  and  interest  and  its  operating  expenses. 
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International  Fund  for  Agricultural  Development 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

30,  000 

30,  000 

COMMITTEE  COMMENT 

This  item  represents  estimated  fiscal  year  1977  outlays  from  prior- 
year  funds  to  be  provided  to  the  International  Fund  for  Agricultural 
Development,  a  multilateral  fund  currently  under  negotiation,  to  be 
established  for  the  purpose  of  furnishing  assistance  to  developing 
countries  for  agricultural  development.  The  fund  is  expected  to  total 
$1  billion,  of  which  the  U.S.  share  would  be  20  percent,  or  $200  million. 

An  authorization  of  $200  million  without  fiscal  year  limitation  has 
been  enacted  for  this  purpose  in  the  International  Development  and 
Food  Assistance  Act  of  1975. 

Darien  Gap  Highway 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

7,000 

7,000 

COMMITTEE    COMMENT 


This  account  represents  fiscal  year  1977  outlays  from  prior-year 
funds  provided  for  completion  of  the  Inter-American  Highway. 
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Economic  Assistance,  Proprietary  Loan  Receipts 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Committee 

Presi-     recommenda- 

Author-             dent's                      tion 

ization           request         (difference) 

Committee 

Presi-       recommenda- 

dent's                       tion 

request           (difference) 

150 

1-446, 123    1-446,1231- 

-446,123      x-  446, 123 

1  Of  this  amount,  $255,158,000  for  repayment  of  principal  is  included  in  budget 
function  150,  "International  Affairs".  The  balance  of  $190,965,000  represents  inte- 
rest payments  which  are  technically  included  in  budget  function  900,  "Interest". 

COMMITTEE  COMMENT 

This  item  represents  payments  of  interest  and  repayments  of 
principal  from  foreign  countries  on  loans  and  credits  provided  under 
U.S.  economic  assistance  programs. 

These  funds  are  deposited  in  the  U.S.  Treasury. 

FOOD  FOR  PEACE  (PUBLIC  LAW  480) 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Committee 

Presi-        recommenda- 

dent's                       tion 

request            (difference) 

150 

o 

1, 169,  255       1,  382,  845 
(+213,590) 

995,910      1,202,000 
(+206,090) 

1  Such  amounts  as  may  be  necessary. 

COMMITTEE   COMMENT 

Public  Law  480 — the  food-for-peace  program — is  of  great  value  to 
the  United  States  in  a  number  of  ways.  It  carries  forward  the  humani- 
tarian tradition  of  America  in  helping  to  feed  hungry  people.  It  pro- 
motes American  farm  exports.  It  aids  in  the  implementation  of  U.S. 
foreign  policy  objectives  with  regard  to  friendly  countries.  It  accom- 
plishes these  purposes  through  disposal  of  U.S.  farm  products  deemed 
by  the  Secretary  of  Agriculture  to  be  excess  to  commercial  demand, 
and  which  are  desired  by  the  recipient  countries. 

The  President's  request  for  $1,169,255,000  in  budget  authority  for 
Public  Law  480  for  fiscal  year  1977  would  provide  for  a  program  of 
$1,286,310,000  for  the  year— a  reduction  of  more  than  $200  million 
from  the  fiscal  year  1976  program  of  approximately  $1.5  billion  for 
Public  Law  480. 
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The  executive  branch's  planned  Public  Law  480  program  level  for 
fiscal  year  1977,  in  terms  of  commodity  volume,  is  about  6.2  million 
tons.  This  volume  is  only  slightly  below  that  estimated  for  this  year, 
reflecting  calculations  that  Public  Law  480  commodity  prices  will  be 
lower  in  fiscal  year  1977.  However,  the  committee  also  has  received 
expert  opinion  indicating  that  the  executive  estimates  on  expected 
commodity  costs  are  too  low.  In  that  event  an  increase  in  the  budget 
levels  would  be  required  in  order  to  maintain  the  volume  planned 
for  fiscal  year  1977. 

In  view  of  these  circumstances,  and  because  of  the  importance  the 
committee  attaches  to  the  food-for-peace  program,  it  opposes  the 
reduction  made  by  the  President  and  strongly  recommends  restora- 
tion of  the  program  in  fiscal  year  1977  to  the  $1.5  billion  level  which 
applies  to  the  current  year.  In  budget  authority,  the  committee's 
recommendation  would  place  the  fiscal  year  1977  figure  at 
$1,382,845,000.  Estimated  outlays  for  fiscal  year  1977  would  be 
$1,202    million. 

The  committee  believes  it  is  in  the  national  interest  of  the  United 
States  to  maintain  its  leadership  in  the  international  campaign  to 
alleviate  hunger,  a  position  which  would  be  weakened  by  a  reduction 
of  its  food  aid  budget  at  this  time.  The  requests  of  countries  for 
Public  Law  480  assistance  are  in  excess  of  the  $1.5  billion  recommended 
by  the  committee.  Private  voluntary  agencies  have  testified  to  a 
need  for  increased  supplies  for  their  humanitarian  grant  programs 
carried  out  under  Public  Law  480.  There  is  continuing  value  from 
Public  Law  480  in  promoting  our  farm  sales  abroad,  and  continuing 
foreign  policy  interests  to  be  served.  For  these  reasons  the  committee 
is  against  cutting  the  food-for-peace  budget  and  recommends  con- 
tinuing in  fiscal  year  1977  at  this  year's  program  level. 

ARMS  CONTROL  AND  DISARMAMENT  AGENCY 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion, 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

_ *  12,  200 

1 12,  200 

1 12,  200 

11,550 

11,550 

1  $11,530,000  (plus  $325,000  for  nondiscretionary  pay  act  costs)  under  Public 
Law  94-141,  and  the  balance  of  $345,000  out  of  the  $1,408,000  remaining  under 
the   Agency's  original  authorization. 

COMMITTEE    COMMENT 

The  dominant  activity  of  the  Arms  Control  and  Disarmament 
Agency  is  participation  in  or  support  of  a  variety  of  arms  control 
negotiations.  Chief  among  these  negotiations  in  terms  of  time,  man- 
power, and  budget  resources  required  is  SALT,  the  Strategic  Arms 
Limitation  Talks.  In  addition,  the  Agency  provides  research  and  other 
backup  support  in  such  conventional  and  regional  arms  control  efforts 
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as  MBFR,  chemical  and  biological  weapons,  and  nuclear  nonprolif- 
eration.  The  balance  of  the  Agency's  manpower  and  funds  are  used  for 
administrative  support,  liaison  with  other  government  entities,  and 
public  information.  Under  the  provisions  of  Public  Law  94-141,  the 
Agency  has  most  recently  been  mandated  to  participate  in  the  formula- 
tion of  arms  control  impact  statements  on  proposed  weapons  systems. 

Section  141  of  Public  Law  94-141  authorized  to  be  appropriated  for 
the  U.S.  Arms  Control  and  Disarmament  Agency  "for  fiscal  years 
1976  and  1977  the  sum  of  $23,440,000  (and  such  additional  amounts 
as  may  be  necessary  for  increases  in  salary,  pay,  retirement,  other  em- 
ployee benefits  authorized  by  law,  and  other  nondiscretionary  costs)". 
Of  "the  $23,440,000  authorized,  the  Agency  had  identified  $10,690,000 
for  fiscal  year  1976  and  $11,310,000  for  fiscal  year  1977  and  the 
Congress  added  $1,000,000  for  a  "study  of  the  impact  upon  military 
expenditures  of  arms  control  measures  mutually  agreed  to  by  the 
United  States  and  the  Soviet  Union"  and  $440,000  "for  the  purpose 
of  conducting  research,  in  consultation  with  the  International  Atomic 
Energv  Agency,  with  respect  to  the  development  of  nuclear  safeguard 
techniques."  The  Agency  is  applying  $220,000  of  the  $440,000  author- 
ized for  increased  safeguards  research  to  fiscal  year  1977.  When  this 
$220,000  is  added  to  the  $11,310,000  which  the  Agency  had  previously 
identified  for  fiscal  year  1977,  the  result  is  a  total  authorization  for 
the  Agency  of  $11,530,000  for  fiscal  year  1977  currently  available 
under  Public  Law  94-141. 

The  Agency  has  submitted  a  fiscal  year  1977  budget  of  $12,200,000 
consisting  of  an  initial  $11,800,000  budget  estimate  plus  a  $400,000 
budget  amendment.  Included  in  the  total  appropriation  request  of 
$12,200,000  is  $325,000  attributable  to  nondiscretionary  1975  pay 
act  costs.  (In  accordance  with  standard  procedures,  no  amount  has 
been  included  for  possible  1976  pay  act  costs.)  Because  this  $325,000 
is  covered  by  the  above  quoted  language  authorizing  appropriations 
for  such  nondiscretionary  costs,  only  $11,875,000  of  the  requested 
appropriation  requires  specific  authorization.  Since  an  authorization 
of  only  $11,530,000  for  fiscal  year  1977  is  currently  available  under 
Public  Law  94-141,  the  Agency  will  be  drawing  on  part  of  the  remain- 
ing $1,408,000  balance  of  its  original  $10,000,000  "no-year"  authori- 
zation of  appropriations  for  the  $345,000  difference  between  this 
$11,530,000  and  the  $11,875,000  portion  of  the  requested  appropriation 
which  requires  specific  authorization. 
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DEPARTMENT  OF  STATE 

United  Nations  University 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

.  10,000 

10,000  _ 

10, 000 

(  +  10,000) 

(  +  10,000) 

COMMITTEE  COMMENT 

This  sum  is  to  be  used  as  a  U.S.  contribution  to  the  endowment  fund 
of  the  U.N.  University  in  Tokyo,  approved  by  the  General  Assembly 
of  the  United  Nations  in  December  1973.  In  no  case  may  the  U.S.  con- 
tribution exceed  25  percent  of  the  total  amount  actually  contributed 
to  the  endowment  fund  by  other  members  of  the  United  Nations.  The 
rector  of  the  university  is  a  U.S.  educator.  It  is  expected  that  the  total 
U.S.  contribution  will  be  about  $50  million. 

In  fiscal  year  1976,  $10  million  was  authorized  to  be  appropriated  in 
fiscal  year  1977  "upon  request  of  the  President."  No  request  has  been 
made  for  fiscal  year  1977. 

Gifts  and  Bequests,  National  Commission  on  Educational,  Scientific, 
and  Cultural  Cooperation 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

50 

50 

50 

50 

1  Permanent  authority. 

COMMITTEE    COMMENT 

The  National  Commission  on  Educational,  Scientific,  and  Cultural 
Cooperation,  the  national  body  of  UNESCO,  is  authorized  to  receive 
gifts  and  bequests  which  it  may  use  to  further  its  activities. 

(Authority:  22  U.S.C.  287(q).) 
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362 
Educational  Exchange  Fund,  Finland 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Committee 

Presi-       recommenda- 

dent's                        tion 

request           (difference) 

150 

o 

352                  352 

375                    375 

Permanent  authority. 


COMMITTEE    COMMENT 


The  educational  exchange  fund  is  derived  from  payments  by  Fin- 
land for  debts  incurred  by  that  country  during  World  War  I. 
(Authority:  Public  Law  87-256,  sec.  105(e).) 

Non-U.S.   Government   Contributions  to  Mutual  Educational  and 
Cultural  Exchange  Act  Activities 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

0) 

225                  225 

251 

251 

1  Permanent  authority. 


COMMITTEE    COMMENT 

Funds  contributed  by  foreign  governments,  international  organiza- 
tions, and  private  individuals,  firms,  associations,  agencies,  and  other 
groups  are  used  to  meet  the  expenses  of  carrying  out  the  authorized 
activities  and  purposes  of  the  Mutual  Educational  and  Cultural 
Exchange  Act. 

(Authority:  Public  Law  80-402.) 
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International  Center,  District  of  Columbia 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(*) 

2,  780              2,  780 

2,304 

2,304 

1  Permanent  authority. 


COMMITTEE    COMMENT 


Property  owned  by  the  United  States  in  the  District  of  Columbia 
will  be  sold  or  leased  to  foreign  governments  for  use  as  embassies. 
Proceeds  will  finance  the  costs  of  site  preparation. 

(Authority:  Public  Law  90-533.) 

Panama  Canal  Payment 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 

request 

Committee 
recommenda- 
tion 

(difference) 

150 

o 

2,  328              2,  328 

2,328 

2,328 

1  Permanent  authority. 


COMMITTEE   COMMENT 

Annual  payment  is  made  to  the  Government  of  Panama  in  considera- 
tion of  rights  granted  in  perpetuity  with  regard  to  the  construction  of 
the  Panama  Canal. 

(Authority:  Treaty  of  1903,  33  Stat.  2238;  53  Stat.  1818.) 
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364 
Gifts,  Department  of  State 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

o 

647 

647 

576 

576 

1  Permanent  authority. 


COMMITTEE    COMMENT 


The  Secretary  of  State  has  authority  to  accept  on  behalf  of  the 
United  States  unconditional  and  conditional  gifts  for  the  benefit  of 
the  Department  to  carry  out  the  functions  of  the  Department.  Any 
gifts  of  money  are  deposited  in  the  Treasury  to  be  held  in  trust  for  the 
benefit  of  the  Department  and  the  Foreign  Service  and  need  not  be 
appropriated. 

(Authority:  Public  Law  79-724,  sec.  1021.) 

Foreign  Service  Act  Retirement  Fund  Payments 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

C) 

39,  800            39,  800 

2 47, 855 

2 47, 855 

1  Permanent  authority. 

2  Includes  $8,055,000  carried  in  "Administration  of  Foreign  Affairs,"  page  7. 


COMMITTEE    COMMENT 


The  Foreign  Service  Act  requires  the  Secretary  of  the  Treasury 
beginning  in  1971,  to  make  annual  payments  to  the  retirement  fund 
on  a  sliding  percentage  scale  of  an  amount  equal  to:  (1)  interest  on 
the  unfunded  liability,  and  (2)  annuity  disbursements  attributable 
to  military  service. 

(Authority:  Public  Law  79-724,  sec.  866.) 
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State  Department,  Proprietary  Receipts  and  Interfund 
Transactions 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

-74,485         -74,485 

-74,485 

-74,485 

COMMITTEE     COMMENT 

This  item  represents  collection  of  loans  made  from  the  diplomatic 
and  consular  emergency  fund;  collection  of  loans  made  to  the  United 
Nations;  payment  by  Finland  of  World  War  I  debt;  receipts  of  sale 
of  real  property  at  the  International  Center,  D.C.;  Federal  contri- 
butions to  the  Foreign  Service  fund;  and  receipts  from  sale  and 
transmission  of  electricity  at  Falcon  Dam. 

UNITED  STATES  INFORMATION  AGENCY 
Non-U.S.  Government  Contributions  to  USIA  Activities 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

31 

31 

31 

31 

1  Permanent  authority. 


COMMITTEE    COMMENT 


U.S.  dollars  advanced  by  foreign  governments  and/or  private 
organizations  for  Agency  use  and  contributions  from  non-Federal 
sources  for  the  procurement  and  shipping  of  books  to  overseas  missions. 

(Authority:  Public  Law  80-402;  sec.  701;  902;  Public  Law  87-256, 
sec.  105(f).) 
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United  States  Information  Agency,  Proprietary  Receipts 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difiference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difiference) 

150 

-541 

-541 

-541 

-541 

COMMITTEE    COMMENT 

This  item  represents  income  from  sale  of  periodicals,  sale  of  obsolete 
equipment,  scrap  and  salvage  proceeds,  library  fines,  and  repayment 
of  loans  to  binational  centers. 

OTHER  TRUST  FUNDS 
Japan-United  States  Friendship  Trust  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difiference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difiference) 

150- 

.  *  7,  400 

*  7,400  _ 

1,400 

(+7,400) 

(+1,400) 

1  Of  which  $6  million  represents  the  unappropriated  balance  of  the  $36  million 
authorized  by  Public  Law  94-118  and  $1.4  million  represents  the  estimated  Trust 
Fund  interest  ito  be  appropriated  pursuant  to  permanent  authority  contained  in 
that  act. 


COMMITTEE  COMMENT 

The  Japan-United  States  Friendship  Act  (Public  Act  94-118), 
which  became  law  on  October  20,  1975,  created  a  Trust  Fund  for 
cultural,  scholarly  and  artistic  purposes.  The  Fund  consists  of  the 
remaining  GARIOA  funds  ($12  million  in  Japanese  yen),  as  well  as  7% 
percent  of  the  funds  being  paid  to  the  United  States  by  Japan  in  con- 
nection with  the  reversion  of  Okinawa  to  Japanese  administration.  Of 
the  total  of  $36  million  authorized  under  the  Trust  Fund,  a  total  of  $30 
million  has  actually  been  appropriated.  The  remaining  $6  million  of  the 
authorized  capital  should  be  appropriated  in  fiscal  year  1977. 

In  addition,  the  interest  which  accrues  to  the  Commission  ad- 
ministering the  Trust  Fund,  and  which  comprises  the  bulk  of  its 
operating  funds,  is  authorized  but  also  requires  appropriation.  It  is 
estimated  that  the  accrued  interest  requiring  appropriation  in  fiscal 
year  1977  is  approximately  $1.4  million. 
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Peace  Corps,  Miscellaneous  Trust  Funds 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

150 

(') 

245                   245 

245 

245 

1  Permanent  authority. 


COMMITTEE   COMMENT 


These  funds  are  derived  from  host  country  contributions  and 
donations  by  private  groups  in  the  United  States  and  are  used  to 
support  Peace  Corps  projects  abroad. 

EXPORT  PROMOTION  AND  CONTROL 
International  Economic  Policy  and  Research 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                     tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

400 

0 

7,  262              7,  262 

7, 262 

7,262 

Permanent  authority. 


COMMITTEE  COMMENT 


The  program  provides  the  U.S.  Government  with  economic  analyses, 
policy  recommendations  and  negotiating  strategies  for  the  successful 
implementation  of  international  economic  policies.  The  program's 
role  in  the  development  of  U.S.  international  commercial  policy  is 
focused  principally  on  promoting  U.S.  international  commerce  to  in- 
sure commercial  interest  in  the  development  of  trade  and  investment 
policies.  The  1977  request  reflects  the  elimination  of  the  competitive 
assessment  program. 
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International  Trade  and  Development 

[In  thousands  of  dollars] 


Bi 

ldget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

400 

0 

19,  991             19,  991 

19,  991 

19,  991 

Permanent  authority. 


COMMITTEE  COMMENT 


Encourages  and  assists  U.S.  businesses  to  export  by  conducting 
market  research  and  trade  promotion  events  overseas,  such  as  trade 
fairs,  trade  center  shows,  trade  missions,  seminars,  and  department 
store  promotions  of  U.S.  consumer  goods  in  both  developed  and 
emergent  markets;  by  assisting  U.S.  companies  to  compete  for  foreign 
capital  projects  and  product  purchases;  and  by  providing  foreign 
marketing  information  and  "early  warnings' '  of  overseas  sales  leads. 
Increased  resources  will  provide  for  the  establishment  of  a  trade  center 
in  Sao  Paulo,  Brazil.  The  1977  request  reflects  the  elimination  of  the 
commercial  presence  fairs,  the  closing  of  two  developed  market  trade 
centers  which  are  of  lower  priority  than  other  export  promotion  ac- 
tivities, and  a  reduction  in  the  scope  of  activities  at  the  Frankfurt 
Trade  Center  for  which  other  events  in  the  German  market  will  be 
substituted. 

East-West  Trade 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Committee 

Presi-     recommenda- 

dent's                      tion 

request         (difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

400 

(') 

4,  227              4,  227 

4,227 

4,227 

1  Permanent  authority. 


COMMITTEE    COMMENT 


Implements  the  national  program  to  expand  the  U.S.  trade  with  the 
centrally  planned  markets  of  the  U.S.S.R.,  Eastern  Europe,  and  the 
People's  Republic  of  China,  and  to  maintain  and  normalize  commer- 
cial and  economic  relationships  with  these  countries. 
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Export  Administration 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

400 

0 

5,500 

5,500 

5,500 

5,500 

Permanent  authority. 


COMMITTEE    COMMENT 


Administers  the  Export  Administration  Act  of  1969,  as  amended, 
to  assure  that  the  national  security  is  not  compromised  by  items 
exported,  that  foreign  policy  objectives  are  furthered,  that  the  domes- 
tic economy  is  protected  from  the  excessive  drain  of  scarce  materials 
and  commodities,  that  the  inflationary  impact  of  foreign  demand  is 
reduced,  and  that  restrictions  on  access  to  foreign  supplies  that  have 
or  may  have  a  serious  domestic  inflationary  impact,  have  caused 
or  may  cause  a  serious  domestic  shortage,  or  have  been  imposed  for 
purposes  of  influencing  the  foreign  policy  of  the  United  States  are 
removed. 

OTHER  PROGRAMS 

Foreign  Service  Retirement  and  Disability  Fund 

[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 

request 

Committee 
recommenda- 
tion 
(difference) 

600 

C) 

106, 249 

106,249 

79,  644 

79,  644 

1  Permanent  authority. 


COMMITTEE    COMMENT 


The  Foreign  Service  retirement  and  disability  fund  is  used  primarily 
for  the  payment  of  annuities  to  Foreign  Service  personnel.  The  fund  is 
maintained  through  (1)  contributions  of  employers  and  employees; 
(2)  investment  income;  and  (3)  appropriated  funds. 

(Authority:  Public  Law  79-724,  sec.  802;  811.) 
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Council  on  International  Economy  Policy 

[In  thousands  of  dollars] 


Budget  authority- 

Outlays 

Budget 
function 

Author- 
ization 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

Presi- 
dent's 
request 

Committee 
recommenda- 
tion 
(difference) 

800 

.     1, 670 

1,466 

1,670 

(+204) 

1,248 

1,452 

(  +  204) 

COMMITTEE    COMMENT 

On  March  20,  1975,  the  President  requested  authorization  for  CIEP 
of  $1,657  million  for  fiscal  year  1976  and  of  $1.67  million  for  fiscal 
year  1977.  After  hearings,  the  committee  approved  the  recommended 
levels,  and  the  Congress  endorsed  the  committee  action.  Now,  how- 
ever, in  order  to  meet  its  spending  ceiling,  the  administration  wants 
to  cut  CIEP  by  $204,000  (thereby  reducing  its  permanent  positions 
from  29  to  21).  Given  the  rising  importance  of  economic  issues  in 
international  relations  and  the  continued  controversy  over  U.S. 
foreign  economic  policy,  the  committee  recommends  that  CIEP 
be  maintained  at  the  level  of  29  staff  positions. 


47 


PART  II 

VIEWS  OF  THE  COMMITTEE  ON  INTERNATIONAL 

RELATIONS  CONCERNING  THE  BUDGET 

FOR  THE  TRANSITION  QUARTER 


(371) 


INTERNATIONAL  DEVELOPMENT  AND  HUMANITARIAN 
ASSISTANCE  PROGRAMS 

There  are  certain  development  and  humanitarian  assistance  ac- 
tivities under  the  jurisdiction  of  the  Committee  on  International 
Relations  which  are  authorized  for  fiscal  year  1976  or  subsequent 
fiscal  years,  but  which  are  unlikely  to  be  fully  funded  during  fiscal 
year  1976.  Some  of  these  items  are  likely  to  be  funded  instead,  in 
whole  or  in  part,  during  the  transition  quarter. 

International  Fund  for  Agricultural  Development  (IFAD) 

The  International  Fund  for  Agricultural  Development  is  a  multi- 
lateral fund  to  help  developing  countries  in  the  field  of  agriculture. 
Under  an  agreement  recently  negotiated  among  potential  donor 
countries,  the  Secretary  General  of  the  United  Nations  is  to  convene 
a  meeting  for  the  purpose  of  signing  Articles  of  Agreement  after 
he  is  notified  of  pledges  to  the  Fund  amounting  to  at  least  $1  billion. 
The  notifications  are  hoped  for  by  mid-April,  with  a  signing  meeting 
to  be  called  in  May. 

The  United  States  expects  to  pledge  $200  million,  as  authorized 
in  the  International  Development  and  Food  Assistance  Act  of  1975. 

Following  the  signing,  the  Articles  of  Agreement  will  come  into 
force  (and  the  Fund  will  be  established)  upon  deposit  of  instruments 
of  ratification  totaling  at  least  $750  million.  The  instruments  of 
ratification  must  be  deposited  within  18  months  of  signing. 

The  administration  expects  to  request  appropriation  of  the  U.S. 
contribution  following  the  signing  of  the  Articles  of  Agreement  and 
to  have  the  funds  in  hand  before  depositing  an  instrument  of  ratifica- 
tion. 

Under  these  circumstances,  while  the  need  for  a  U.S.  contribution 
within  several  months  after  a  signing  meeting  seems  likely,  it  appears 
entirely  probable  that  the  contribution  will  not  be  both  requested 
by  the  President  and  appropriated  by  the  Congress  before  the  end  of 
fiscal  year  1976.  Yet  the  President's  fiscal  year  1977  budget  shows 
$200  million  of  budget  authority  for  the  Fund  in  fiscal  year  1976, 
rather  than  in  the  transition  quarter. 

Therefore,  the  committee  urges  the  Committee  on  the  Budget 
to  include  the  $200  million  U.S.  contribution  to  the  Fund  within  the 
ceiling  established  for  the  transition  quarter. 

Indus  Basin  Development,  Loans  and  Grants 

The  Indus  Basin  project,  begun  in  1960  and  scheduled  for  comple- 
tion in  1976,  is  a  construction  program  to  insure  an  equitable  disivion 
of  the  waters  of  the  Indus  Basin  between  India  and  Pakistan.  It  will 
help  provide  arable  land  for  over  50  million  people  in  those  countries. 
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The  United  States  participates  in  this  project  as  part  of  a  multi- 
lateral coDsortium  administered  by  the  World  Bank.  Under  the 
international  agreements  through  which  the  project  is  financed  aud 
implemented,  the  United  States  and  the  other  donor  countries  have 
pledged  to  contribute  funds  as  needed  to  carry  out  the  project. 

The  final  U.S.  contribution  of  loans — amounting  to  $10  million — 
was  requested  in  fiscal  year  1976.  However,  the  Foreign  Assistance 
and  Related  Programs  Appropriations  Bill  passed  by  the  House  on 
March  4  contains  $5  million  for  Indus  Basin  loans. 

If  the  final  appropriation  for  fiscal  year  1976  is  less  than  $10  million, 
the  balance  will  be  needed  during  the  transition  quarter  and  should  be 
included  in  the  ceiling. 

With  respect  to  grants,  the  President  requested  and  the  Congress 
passed  an  authorization  of  $27  million  for  the  final  U.S.  contribution 
of  grants  for  Indus  Basin  development.  Of  that  amount,  the  President 
requested  appropriation  of  $22.5  million  in  fiscal  year  1976  and  the 
remaining  $4.5  million  in  the  transition  quarter.  Instead,  the  House- 
passed  appropriation  bill  contains  $9  million  for  fiscal  year  1976  and 
$2.25  million  for  the  transition  quarter. 

If  the  final  appropriation  for  fiscal  year  1976  is  less  than  $22.5 
million,  the  balance  will  be  needed  during  the  transition  quarter  and 
should  be  included  in  the  ceiling. 

Cyprus  Relief  and  Rehabilitation 

According  to  AID,  approximately  200,000  Cypriots  remain  depend- 
ent on  relief  funds  for  their  subsistence. 

Accordingly,  the  President  requested  $25  million  for  relief  and 
rehabilitation  aid  for  Cyprus.  The  foreign  assistance  appropriation 
bill  passed  by  the  House  contained  $25  million  for  fiscal  year  1976 
and  $5  million  for  the  transition  quarter  for  this  purpose. 

However,  this  committee,  believing  the  need  for  this  type  of  assist- 
ance on  Cyprus  to  be  considerably  greater,  included  an  authorization 
of  $50  million  in  the  International  Security  Assistance  Act  of  1976, 
which  passed  the  House  on  March  3.  This  authorization  was  not 
restricted  to  fiscal  year  1976. 

Therefore,  if  the  final  authorization  for  Cyprus  relief  and  rehabilita- 
tion exceeds  the  final  amount  appropriated  for  that  purpose  for  fiscal 
year  1976,  the  remaining  amount  authorized  but  unappropriated 
should  be  included  in  the  ceiling  for  the  transition  quarter. 

INTERNATIONAL  SECURITY  ASSISTANCE  PROGRAMS 

Both  House  and  Senate  versions  of  the  fiscal  year  1976  authoriza- 
tion for  security  assistance  programs  contain  an  authorization  ceiling 
for  the  transition  quarter  of  "not  to  exceed"  one-fourth  of  the  amounts 
authorized  for  each  program  and  activity  in  fiscal  year  1976.  If  fully 
appropriated,  the  one-fourth  formula  would  permit  an  appropriation 
of  $864.74  million  for  the  transition  quarter. 

The  committee  recommends,  therefore,  that  the  transition  quarter 
budget  authority  ceiling  for  the  international  affairs  function  (150)' 
be  raised  from  the  current  target  of  $1  billion  to  $1.25  billion,  with  an 
appropriate  increase  in  the  outlay  ceiling.  The  increase  would  be 
applied  to  security  supporting  assistance  programs. 

1    52 


PART  III 
TABLE  OF  ESTIMATES  FOR  FISCAL  YEAR  1977 


(375) 


8  is 

I      g 

8   a 


©  ■  a 
•Si -2 

■SOS 


S3  3 
©  o4 

'O  © 


OQ 

Mfa 

©Ofc 

K22 

~£S 

eg* 

OQHS 

PtfZ 

z*  = 

a» 


'OOOOS©       OQ0O0I 
»o  o  oio  < 

io  o  «oo  < 


"+  + 


:8gg|Sj 


c$      ©V.**f      gV"of 


OOOOogO 


;g600( 


?■ 


+ 


coo 
coo" 


§§§8§§: 

»Cl(NO«OoO< 


ooo 

OO  O 
OOlN 

o"o*"l~ 


iOO 

:88 


000( 
OO0( 

OOO' 


!<=>©' 


OCO' 


iSSS 


as  ^.ojS 

8§Sgll 

lJfP*| 

►.§  ®  ».S  «-« 

•-S  oS  >>  >,-£  ®  S3 

«  ass  gv  >> 
gaE3s3^«  a 

g  *s  be  mS  s  .5 

2 ill las 

B 


|    eg 


I    PIP 


ig 


£3  S3  C  CVS^" 

£  3  o  H  *  e 


|..^||faSlii,§|i 


3  oi.2 


!il§i!!|j|l 

<3« 


■2  08  '*>  S  C  fa  S3 


e  a  ©  s  teg 


6-HH    = 

OS'S 

g-ss 

s  «  « 

©  ©  t? 


■S5? 


2  03  O 

sis 

-OH© 

S3  ©-w 


68-249   O  -  76  -  25 


55 

(377) 


378 


s 

-.5 

S 

o 


X 

< 

■J 
-«< 

0> 


o 

H 


w 

fa 
© 

w 

SI 


©    Jh    fl 

IN 

5   a 


So 
<&, 

00 

«s 

*•< 

is 

5 

fa0 

s 
oS 

MS 

or 

HM 
O     t. 


+ 


lOOOOOOOOQOOOO 


+f£+ 


I  I 


:is!i!§is3i§§§ 
1      i 


Iff3** 

i  i  ' 


oooo     ooo 


'OOOOOOOOOOOOOOOoOO 
i  ©  iO  © 


++ 


III!!2 


I'd*-  r  ©e-s'dts 

a    °—  S-5 

S^tS^  9  S  55  J? 


I 

ilffl 

3  a 


ss-gJ 


F  5a 


56 


379 


oe     ©oooo©     oo     So     oooo     ©gj 

:-  ? 


OO       ©       OlO       wt  ■*»<  00  to  «o  "5       »*  i-<       ©  »©       CN  ^-1 1^  ©       ^<  CN 


Or- 


So* 

C^CCCOOGO 


cncn     t^: 


IS   si 


f~05*<«0       ©' 


t^oTV'O     ©""«■* 


is  I 

SSSIiSS 


SI  I 


oo     oooooo     oo 


©<N        lOOOOr-Qifl        -oi        0«0        INHN 

to      c<)  t-  ?o  to  oo  **<  »o      ■*)< 


i  <N        fJSNi 


f»©^»«o     «S  ■ 


a?     cc: 


sggs 


CCOC  0»  M  te* 

»r*fc»  te««**o 
us  o  **  «  o      35 


t-  «>i «  ©  as  <c  us 
oe^*t^  «e  0HB 

C5  ff"P  PN  CO  O         wS 

e»u5  —      — 


2    3 


si 


if 


o 

•-3     '*-, 

-  P"0"  -s  -^  2 

C^-P   O   ©   05 


§£    ££: 


8    «■ 
3    §§ 


•0 

si 


►8 

^®     «S 


s-S    <J 


©  ~ 

>> 

.2- 

g®1 


3 


| 

is 


+>"&**  3 
©i*h  g  ©  £-"£ 

>  .5  ££®£  j 

llsifiliil 

Ts^s^o   wis  > 

ill 


is- 

o  r^ 

~*  ©  3   ©  © 


^  ®  o.« 


..MS 

—  •*>  R  - 

-  M  o 
S  o  £  a .©  ® 

^  =  eF- 
-  ®  »  £ 

u  ® 


3   SB    || 

s   f^3 


D   - 


®Q-5 


C5 
•3  >> 

05  3 

3g 

~     5  » 
8     ~« 

'  II 


d  -  s  s:  5  > 

m  ©  Sec 
{  2i2'®202  i 

*5 

P 


C      *0_o5  g 

-•  co  c  " 

I'" 


is 

ill 

65  ►  © 


5  g  ■  S 
a?  e  "3  "3  h 

■  Q.'~  C  C  *t 
T3*P°  ©£££ 

0        H 


If     8§ 


°- £  »  * 


-csSg 


all  I 

5 


sJItJMI 


1^ 
is 

11 

d© 

oT? 


II 


5-9 


d  ®"3 

HZ* 


d  ©  g 

c  fe  2 

-1  ©*j 

J  ®  >H  3 


•^§■-3  a 


8! 


u 


g  g  o1-1  © 


0 

?« 

b  a 

S3 
.    o  2 

8    d« 

o      3  2 

oo    s-B 

S     "§>» 

«-«■   S-0 

**      -•->  © 

5  -I 

©       .3  © 

cc  >»s 
®_o,o_o 

§l®§ 

■2  ®r^2 

^- .«  c  d    - 

.iiiss 

ii  Hi! 

Pill 


57 


380 


MINORITY  VIEWS 

We  consider  that  the  committee's  action  in  reducing  the  fiscal  year 
1977  military  assistance  program  is  unwarranted.  This  action  was 
taken  without  adequate  analysis  and  without  the  opportunity  to 
examine  the  matter  with  the  administration.  The  administration- 
submitted  request  for  fiscal  year  1977  is  already  28  percent  below  the 
fiscal  year  1976  request,  which  indicates  a  general  disposition  toward 
a  phase-out  direction.  A  more  precipitous  reduction  may  have  conse- 
quences that  the  committee  should  weigh  carefully  before  reach- 
ing any  conclusions.  It  is  quite  possible  that  the  funds  recommended 
by  the  committee  will  inhibit  the  achievement  of  our  foreign  policy 
and  national  security  objectives  in  such  countries  as  the  Philippines, 
Jordan,  Greece,  and  Turkey.  Furthermore,  the  committee's  reduced 
level  for  Korea  clearly  indicates  the  desirability  of  formal  hearings, 
in  which  the  administration  would  have  indicated  that  the  program 
requested  was  for  fixed  supply  operations  costs,  not  subject  to  "belt- 
tightening." 

We  have  similar  reservations  concerning  the  reductions  recom- 
mended by  the  committee  for  administrative  costs.  On  the  one  hand 
Congress  legislates  that  additional  costs  are  to  be  charged  to  the 
MAP  appropriation  and  on  the  other  reduces  the  administration's 
request  to  accommodate  the  new  legislation.  This  is  double  jeopardy 
which  should  not  be  taken  lightlv. 

We  note  that  the  administration's  training  request  has  also  been 
reduced.  Although  the  amount  is  not  substantial,  the  committee  did 
not  take  into  account  that  the  cost  of  training  per  student  has  risen 
substantially  since  January  1,  1976,  at  the  direction  of  Congress. 

While  we  endorse  the  thrust  of  the  International  Relations  Com- 
mittee's report  in  other  areas,  we  believe  it  to  be  neither  wise  nor 
just  to  deny  the  administration  its  day  in  court  by  setting  a  ceiling 
below  authorization  requests  prior  to  hearing  on  its  merits  the  case 
for  such  requests.  We,  therefore,  urge  the  Budget  Committee  to 
take  this  into  account  in  its  disposition  of  the  International  Relations 
Committee's  projections. 

Edward  J.  Derwinski, 
John  H.  Buchanan,  Jr., 
J.  Herbert  Burke, 
Larry  Winn, 
Robert  Lagomarsino. 
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LETTER  OF  SUBMITTAL 

Congress  of  the  United  States, 

House  of  Representatives, 

Committee  ox  Interstate  and  Foreign  Commerce, 

Washington,  B.C.,  March  9,  1976. 
Hon.  Brock  Adams, 
Chairman,  Committee  on  the  Budget, 
House  of  Representatives. 

Dear  Mr.  Chairman:  I  am  submitting  herewith  the  report  of  the 
Committee  on  Interstate  and  Foreign  Commerce  to  the  Committee 
on  the  Budget  called  for  bv  section  301  (c)  of  the  Congressional  Budget 
Act. 

Sincerely  yours, 

Harlet  O.  Staggers, 

Chainrtun, 
(m) 


REPORT  OF  THE  COMMITTEE  ON  INTERSTATE 
AND  FOREIGN  COMMERCE 
TO  THE 
HOUSE  COMMITTEE  ON  THE  BUDGET 

This  is  the  report  of  the  Committee  on  Interstate  and  Foreign 
Commerce  to  the  House  Committee  on  the  Budget  called  for  by  section 
301(c)  of  the  Congressional  Budget  Act,  which  in  relevant  part 
provides  as  follows : 

On  or  before  March  15  of  each  year,  each  standing  com- 
mittee of  the  House  of   Representatives   shall  submit  to 
the  Committee  on  the  Budget  of  the  House  *  *  * — 
******* 

(2)  *  *  *  the  estimate  of  the  total  amounts  of 
new  budget  authority,  and  budget  outlays  resulting 
therefrom,  to  be  provided  or  authorized  in  all  bills  and 
resolutions  within  the  jurisdiction  of  such  committee 
which  such  committee  intends  to  be  effective  during  the 
fiscal  year  beginning  on  October  1  of  such  year. 

The  Committee  wishes  to  point  out  that  the  amounts  set  forth  as 
Committee  recommendations  are  estimates,  since  many  of  the 
programs  set  forth  in  the  tables  printed  hereafter  have  not  as  yet  been 
the  subject  of  hearings,  and  others,  although  under  consideration 
by  the  full  committee  or  its  subcommittees,  have  not  as  yet  been 
placed  in  final  form  by  the  committee,  or  subcommittee,  as  the  case 
may  be. 
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APPENDIX  A— ADDENDUM 

While  the  aggregate  Committee  recommendation  with  respect  to  funding  levels 
for  the  several  health  authorities  is  considerably  higher  than  the  levels  recom- 
mended by  the  President's  budget  requests  for  fiscal  year  1977,  the  Committee 
wishes  to  point  out  that,  in  most  cases,  the  Committee's  line-item  recommenda- 
tions for  specific  programs  are  at  the  fiscal  year  1976  appropriations  level  or 
represent  an  increase  in  funding  levels  of  only  6H%  to  offset  inflation.  Additionally, 
although  we  have  estimated  no  specific  savings  from  cost  control  measures  in 
the  health  financing  programs  at  this  time,  the  Committee  anticipates  early 
serious  consideration  of  proposals  designed  to  curb  the  rate  of  cost  inflation  in 
Medicaid  and  other  health  financing  programs  in  the  Committee's  jurisdiction. 

In  the  Committee's  view,  there  are  three  specific  areas  for  which  increased 
funding  should  be  provided.  First,  in  order  to  properly  implement  the  provisions 
of  the  National  Health  Planning  and  Resource  Development  Act  (PL  93-641), 
sufficient  funds  must  be  made  available.  The  Committee  has  chosen  to  recommend 
the  level  of  funding  submitted  by  the  Health  Resources  Administration  to  the 
Department  of  Health,  Education,  and  Welfare.  Second,  the  Committee  believes 
that  the  President's  budget  request  for  health  manpower  authorities  is  unrealistic, 
that  the  1976  budget  authority  represents  funding  under  the  continuing  resolu- 
tion, and  thus,  has  recommended  levels  comparable  to  the  authorizations  in 
H.R.  5546,  approved  by  the  House  in  July  of  1975.  Finally,  the  Committee  would 
increase  the  level  of  funding  recommended  by  the  President's  budget  request 
for  the  Medicaid  program  by  $300  million.  It  is  the  Committee's  understanding 
that  the  President's  budget  request  reflects  an  arbitrary  cut  of  $300  million  in  the 
estimate  of  expenditures  submitted  by  the  States  for  the  Medicaid  program,  and, 
in  the  Committee's  view,  the  States  are  in  the  best  position  to  determine  expendi- 
tures for  this  program.  Furthermore,  Medicaid  expenditures  historically  have 
increased  at  a  more  rapid  pace  than  expected,  and,  thus,  the  Committee  recom- 
mends that  the  State  estimate  of  expenditures  should  be  considered  in  preparing, 
a  budget  ceiling  for  this  program. 
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March  15,  1976 


Honorable  Brock  Adams 

Chairman 

House  Budget  Committee 

214  HOB  Annex  1 

Dear  Brock: 

Pursuant  to  Section  301  of  the  Budget  Act  of  1974,  I  am  pleased  to 
submit  the  following  budget  estimates  for  fiscal  year  1977. 

In  that  regard,  as  you  know,  the  Judiciary  Committee  in  particular 
really  has  very  limited  jurisdiction  over  legislation  which  either  requires 
or  authorizes  the  substantial  expenditure  of  any  federal  monies.   With  the 
important  exception  of  expenditures  under  Title  I  of  the  Safe  Streets  Act 
of  1968,  for  example,  nearly  the  complete  budget  for  the  Department  of 
Justice  enjoys  a  standing  authorization.  We  have  virtually  no  prior 
experience  in  the  spending  process. 

The  Judiciary  Committee,  nonetheless,  feels  a  tremendous  responsibility 
with  regard  to  the  operation  of  the  Department,  and  major  iniatives  have  been 
undertaken  aimed  at  achieving  a  pervasive  and  lasting  oversight  of  Department 
activities. 

For  the  first  time,  utilizing  the  resources  of  the  General  Accounting 
Office,  the  Committee  has  generated  a  line  item  accounting  of  all  budget 
authority  and  outlay  totals,  by  budget  function,  subfunction  and  statute 
for  every  Justice  Department  program  and,  indeed,  for  every  program  under 
the  Committee's  broad  legislative  jurisdiction.   This  recently  accumulated 
data,  only  made  available  to  the  Committee  in  late  February,  will  be  of 
enormous  utility  in  pursuing  a  constructive  oversight  process  during  fiscal 
year  1977.   Despite  our  lack  of  previous  experience  in  the  spending  process, 
with  the  insight  provided  by  this  accounting,  it  is  hoped  that  the  Committee's 
oversight  activities  will  place  it  in  a  strong  position  to  comment  and  make 
recommendations  on  all  matters  in  next  year's  budget  resolution  which  relate 
to  our  jurisdiction,  even  though  we  shall  at  that  time  still  be  without  auth- 
orization responsibility. 
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With  regard  to  fiscal  year  1977,  the  most  substantial  piece  of  spending 
legislation  that  will  be  reported  from  the  Committee  relates  to  the  reauthori- 
zation of  expenditures  under  Title  I  of  the  Omnibus  Crime  Control  and  Safe 
Streets  Act  of  1968.   Absent  such  reauthorization  legislation,  of  course,  the 
authority  for  the  Law  Enforcement  Assistance  Administration  (LEAA)  will  expire 
at  the  end  of  the  current  fiscal  year. 

As  you  know,  the  President  has  requested  an  LEAA  appropriation  of  707 
million  dollars,  and  the  Administration  bill  calls  for  a  fiscal  year  '77 
authorization  figure  of  1.3  billion  dollars.   Hearings  on  the  reauthorization 
proposal  have  been  proceeding  since  February  before  the  Subcommittee  on  Crime, 
and  it  is  expected  that  the  full  Committee  will  act  on  the  Subcommittee's 
recommendations  in  April.   Unfortunately,  it  is  not  possible  at  this  time 
to  project  the  fiscal  year  1977  authorization  figure  that  may  be  contained 
in  that  bill.   However,  please  be  assured  that  the  Committee  is  operating 
with  complete  awareness  of  the  May  15  deadline,  and  is  planning  its  deliber- 
ations accordingly. 

The  LEAA  legislation,  incidentally,  is  the  only  Committee  legislation 
fitting  in  the  Format  I  category  of  budget  requests  for  existing  programs 
which  require  re-enactment  or  modification  of  authorizing  legislation  for 
fiscal  year  1977,  except  for  H.R.  8957  which  passed  the  Committee  on  March  2. 
That  bill  authorizes  appropriations  for  the  Commission  on  Civil  Rights  in  the 
amount  of  9  million  540  thousand  dollars  for  fiscal  year  1977.  There  is  a 
transitional  quarter  authorization  of  1  million  993  thousand  dollars. 

There  are  other  matters  that  may  be  reported  by  the  Judiciary  Committee 
that  would  impact  on  the  fiscal  year  1977  budget.  None  is  nearly  as  substantial 
as  any  reauthorization  of  LEAA,  but  they  are  at  least  worth  mentioning  in  the 
context  of  this  letter. 

Both  H.R.  365,  providing  benefits  to  survivors  of  certain  firefighters 
who  die  in  the  performance  of  duty,  and  H.R.  366  providing  benefits  to  survivors 
of  certain  public  safety  officers  (essentially  policemen)  who  die  in  the  per- 
formance of  duty  passed  the  Committee  on  March  9.   The  Congressional  Budget 
Office  (CBO)  projects  a  total  cost  of  63.9  million  dollars  for  these  programs 
for  fiscal  year  1977,  35  million  attributable  to  H.R.  366  and  28.9  million  to 
H.R.  365.  (The  per  year  cost  estimate  drops  dramatically  to  7.1  million  and 
5.9  million  respectively  beginning  in  fiscal  '78,  after  the  one  shot  4  year 
retroactivity  payments  are  made) . 

Also  anticipated  as  a  measure  receiving  full  Committee  attention  this 
spring  is  legislation  to  provide  for  the  compensation  of  persons  injured  by 
certain  criminal  acts  and  to  make  grants  to  States  for  the  payment  of  such 


405 


compensation.   Depending  on  the  precise  nature  of  the  proposal  that  will  be 
reported,  the  preliminary  CBO  estimate  projects  a  cost  ranging  from  15  million 
dollars  to  27  1/2  million  dollars.   Again,  in  that  regard  it  is  not  possible 
to  project  precise  Committee  action  at  this  time. 

It  is  also  worth  noting  that  pending  before  the  Subcommittee  on 
Monopolies  and  Commerical  Law  is  a  Senate  passed  bill,  S.  1136,  which  would 
authorize  appropriations  for  increased  antitrust  investigation  and  prosecu- 
tion by  the  Federal  Trade  Commission  and  Department  of  Justice.   The  Committee 
cannot  yet  determine  whether  it  will  act  favorably  on  this  legislation,  but 
there  is  at  least  the  possibility  that  the  bill  will  be  reported.   The  Senate 
passed  legislation  authorizes  80  million  dollars  for  fiscal  1977,  70  million 
divided  evenly  between  the  Department  and  the  Commission  and  an  additional  10 
million  for  grants  to  States. 

Also  pending  before  the  Committee  is  an  Executive  Communication  from 
the  Treasury  Department  regarding  United  States  participation  in  the  Inter- 
national Criminal  Police  Organization  (Interpol) .   I  am  advised  that  the 
de  minimis  cost  of  this  proposal,  even  if  acted  upon,  barely  makes  it  worth 
mentioning  in  the  context  of  this  letter.  Nonetheless,  as  part  of  the 
legislation,  funds  are  authorized  for  the  payment  of  back  dues  to  Interpol 
in  an  amount  between  100  and  200  thousand  dollars.   (The  uncertainty  relates 
to  the  continuing  fluctuations  in  the  exchange  rate) .   Since  there  is  an 
outside  chance  the  Committee  may  choose  to  act  on  this  proposal  before  May  15, 
I  have  at  least  included  reference  to  the  Executive  Communication  notwith- 
standing the  minimal  nature  of  the  impact  of  the  budget. 

Finally,  the  Committee  does  not  quarrel  with  the  requests  for  those  four 
highly  technical  budget  subf unctions  over  which  it  has  direct  budget  authority: 
account  numbers  01  A0  8115  0  7  602,  02  35  8110  0  7  602,  11  20  8408  733,  and 
15  10  1895  01  808.   In  each  case,  however,  the  Committee  is  advised  and  notes 
that  there  is  only  an  extremely  minimal  impact  upon  the  budget.   For  example, 
the  Committee  does  not  object  to  the  90  thousand  dollar  budget  authority 
request  for  the  Tax  Court  Judge  Survivors  Annuity  Fund,  nor  comment  regarding 
the  monies  relating  to  Commissary  Funds,  Federal  Prisons  (Trust  Revolving 
Fund) ,  the  Claims  Judgements  and  Relief  Acts  or  the  Judicial  Survivors  Annuities 
Fund. 

I  hope  this  letter  is  of  use  to  the  Budget  Committee.   The  Judiciary 
Committee  looks  forward  to  working  closely  with  the  Budget  Committee  in  the 
years  ahead  as  our  experience  under  the  1974  Act  becomes  more  refined,  and 
as  we  accumulate  greater  expertise  in  the  mechanics  of  the  spending  process. 

With  best  wishes. 


Peter  W.  Rodino,  Jr. 
Chairman 
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Honorable  Brock  Adams 

Chairman 

House  Budget  Committee 

214  HOB  Annex  1 

Dear  Brock: 

I  am  pleased  to  attach  this  addendum  to  the  Committee's  letter 
in  compliance  with  Section  301. 

On  March  10,  1976,  the  Subcommittee  on  Courts,  Civil  Liberties 
and  the  Administration  of  Justice  voted  unanimously  to  recommend 
to  the  Budget  Committee  that  the  Legal  Services  Corporation  be 
funded  in  excess  of  the  80  million  dollar  budget  authority  request 
submitted  by  0MB. 

The  Corporation  itself  has  requested  a  140  million  dollar 
funding  and  the  Subcommittee  was  unanimous  in  supporting  that 
request.  I  am  hopeful  that  your  Committee  will  consider  the 
Subcommittee's  views  \/ery   seriously. 

Additionally,  the  same  Subcommittee  has  pending  before  it  several 
bills  that  would  award  attorneys'  fees  to  successful  plaintiffs  in 
certain  civil  cases.  It  is  not  at  all  certain  that  such  legislation 
will  be  reported  from  the  Subcommittee,  or  that  if  reported  the 
legislation  would  be  available  by  May  15.  Nonetheless,  depending 
on  how  the  bill  is  written,  federal  expenditures  of  3  million  to 
10  million  dollars  may  be  involved. 

I  hope  this  information  is  a  useful  addition  to  the  Committee's 
letter. 

£iy» 


Jeter  W.  Rodino,  Or, 
Chairman 
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HERBERT  FUCHS 


ARTHUR  P.  ENDRES,  JR. 
THOMAS  W.  HUTCHISON 
DANIEL  L.  COHEN 
FRANKLIN  G.  POLK 
THOMAS  E.  MOONEY 


CONST ANT1NE  J.  GEKA3 
ALAN  F.  COFFEY.  JR. 
KENNETH  N.  KUEE 
RAYMOND  V.  SMIETANKA 


MINORITY  VIEWS  TO  ACCOMPANY  THE  LETTER  OF. THE  HONORABLE  PFTER  W.  RODINO,  JR. 
TO  THE  HOUSE  BUDGET  COMMITTEE 


On  March  9,  1976,  in  response  to  inquiry  made  by  some  Members  of  the 
Camiittee  on  the  Judiciary,  the  Chairman  indicated  that  the  above  letter  to 
the  Chairman  of  the  House  Budget  Committee  satisfied  the  requirements  of  both 
section  301(c)  of  the  Congressional  Budget  Act  of  1974  and  of  clause  4(g)  of 
Rule  X  of  the  Rules  of  the  House.  We  regretfully  are  constrained  to  dissent. 
We  believe  that  the  above  procedure  violates  both  the  letter  and  the  spirit 
of  the  statute  and  our  Rules. 


The  requirements  are  clear:  "On  or  before  March  15  of  each  year,  each 
standing  committee  . . .  shall  submit  . . .  its  views  and  estimates"  reoardina 
budget  items  within  its  jurisdiction.  We  believe  that  the  provision  (1) 
contemplates  committee  action,  (2)  is  mandatory,  not  permissive,  and  (3) 
envisions  the  submission  of  "views  and  estimates"  such  as  might  assist  the 
Budget  Committee  in  meeting  its  obligations  rather  than  recounting  the  status 
of  legislation  pending  in  committee.  Consequently,  we  disagree  that  action 
by  the  Chairman  alone  satisfies  the  req\iirement,  that  the  provision  merely 
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page  two 

provides  an  opportunity  for  Members  who  choose  to  comment,  and  that  the 
Committee  need  not  graople  with  its  plans  to  impact  on  the  budget. 

We  note  with  some  interest  that  the  substantial  majority  of  our  sister 
committees  have  by  their  actions  to  date  supported  our  interpretation  of 
committee  responsibility  under  the  statute  and  Rules  of  the  House.  We  note 
further  the  irony  that  those  committees  bear  a  much  greater  responsibility 
in  the  budget  process  than  does  this  Committee,  yet  our  relatively  minor 
responsibility  appears  to  have  been  too  much  to  discharge.  If  every  committee 
discharged  its  responsibility  as  did  the  Committee  on  the  Judiciary,  the  Budget 
Committee  would  be  hard  put  to  perform  its  vital  role  in  the  process. 

In  short,  we  believe  that  the  statute  and  the  Rules  of  the  House 
require  committees  to  face  up  to  their  budget  problems  by  March  15.  No 
chairman  can  do  that  alone.  Our  Chairman's  letter  acknowledges  that  fact 
in  indicating  that  he  cannot  speak  for  the  Committee  on  matters  not  yet 
acted  on.  This  is  the  crux  of  the  matter.  For  we  believe  that  the  Committee 
is  required  to  make  estimates  and  submit  them  in  what  had  heretofore  been 
commonly  called  "the  March  15  report."  Nothing  less  can  suffice  for  the 
process  or  for  the  law. 

Respectfully, 
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REPORT  OF  THE  COMMITTEE  ON  MERCHANT  MARINE 

AND  FISHERIES 

U.S.  House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  D.C.,  March  15,  1976. 
Hon.  Brock  Adams, 

Chairman,   House   Committee   on   the   Budget,   House   Office   Building 
Annex,  Washington,  B.C. 

Dear  Mr.  Chairman:  Pursuant  to  section  301(c)  of  the  Congres- 
sional Budget  Act  of  1974,  I  am  enclosing  herewith  the  views  and 
estimates  of  the  Committee  on  Merchant  Marine  and  Fisheries 
concerning  new  budget  authority  and  budget  outlays  to  be  authorized 
in  bills  and  resolutions  already  reported  or  now  pending  in  the  Com- 
mittee on  Merchant  Marine  and  Fisheries,  as  those  bills  involve 
fiscal  year  1977.  In  addition,  the  enclosed  material  reflects  the  views 
of  the  Committee  on  all  Presidential  requests  for  budget  authority 
and    outlays    relating    to    matters   within    Committee    jurisdiction. 

In  developing  the  information  attached,  no  attempt  has  been  made 
to  file  a  formal,  detailed  report,  in  view  of  the  fact  that  Committee 
decisions  in  all  major  particulars  have  already  been  made  as  reflected 
by  Committee  action  on  pending  bills.  Instead,  with  the  coopera<ion 
of  the  General  Accounting  Office  and  the  Congressional  Budget 
Office,  a  thorough  review  has  been  made  at  the  Subcommittee  level 
on  all  Presidential  budget  requests  as  encompassed  within  the  various 
budget  accounts  related  to  matters  within  Committee  jurisdiction, 
as  well  as  those  involving  legislative  initiatives  of  the  Committee. 
In  all  cases,  with  one  single  exception  as  noted  on  the  submission 
in  connection  with  Panama  Canal  finances,  the  submission  represents 
both  Majority  and  Minority  Subcommittee  views.  The  total  submis- 
sion is  being  forwarded  with  the  concurrence  of  the  Hororable  Philip  E. 
Ruppe,  Ranking  Minority  Member  of  the  Full  Committee. 

No  specific  submission  has  been  included  as  to  the  transition 
quarter,  in  view  of  the  fact  that  there  is  no  provision  in  the  basic 
Act  related  to  targets  or  ceilings  for  that  quarter.  I  recognize,  however, 
the  situation  as  it  now  exists  in  relation  to  the  inclusion  of  a  ceiling 
for  the  transition  quarter  in  your  forthcoming  resolution,  and  I  will 
simply  state  that  the  Committee  has  no  recommendations  to  make 
other  than  one  anticipated  request  relating  to  a  supplemental  appro- 
priation for  additional  expense  funding  of  $30,325,000  for  operating- 
differential  subsidies  under  Title  VI  of  the  Merchant  Marine  Act, 
1936,  as  amended.  Although  the  authorization  for  maritime  programs 
for  the  transition  quarter  was  provided  by  legislation  reported  from 
the  House  Committee  on  Government  Operations,  and  not  by  the 
Committee  on  Merchant  Marine  and  Fisheries,  this  Committee 
endorses  the  requested  funding  and  recommends  its  inclusion  within 
any  outlay  ceiling  for  the  transition  quarter  which  may  be  reported 
in  your  Committee. 

While  I  understand  the  constraints  that  may  be  involved  in  pre- 
paring the  details  of  your  Committee  report  on  your  first  resolution, 
I  would  appreciate  being  informed  as  to  the  decisions  of  your  Com- 
mittee in  relation  to  the  recommendations  of  this  Committee  as 
to  the  various  budget  items  involved.  I  look  forward  to  working  with 
you  and  your  Committee  in  insuring  that  this,  the  first,  full  imple- 
mentation of  the  Congressional  Budget  Act  of  1974  successfully  accom- 
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plishes  the  purposes  of  the  basic  Act  and  reflects  the  dedicated  efforts 
which  your  Committee  and  its  staff  have  made  to  insure  its  success. 
Sincerely, 

Leonor  K.  (Mrs.  John  B.)  Sullivan, 

Chairman. 
Enclosures. 


1.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODIFICATION 

OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


Major  issue  or  program 


Committee 
recommendation 

President's  request  Budget 

authority  Outlays 

Budget  (dif-  (dif- 

authonty       Outlays  ference)  ference)    Comment 


Natural  resources,  environment,  and 
energy — conservation  and  land  man- 
agement, coastal  zone  management 
(NOAA)  (06-48-1451-0-1-302). 

(Coastal  Zone  Management  Act  of 
1972). 
International  Fisheries  Commissions  (14- 

15-1087-0-1-302). 
Recreational  resources— Resource  man- 
agement (Fish  and  Wildlife  Service) 
(10-18-1611-0-1-303). 


(Endangered  Species  Actof  1973) 

Resource  management  (Fish  and  Wildlife 
Service)  (10-18-1611-0-1-30). 
(Tinicum    National    Environmental 
Center). 


23.4  17.4  85.0 


—  - (+61.6) 

5.5  5.5  5.5 

9.2  8.9  12.5 


27.3  The  additional  funding  is  pro 
vided  for  existing  CZM  pro- 
grams, pursuant  to  H.R.  3981, 
which  passed  the  House  on 
Mar.  11,  1976. 


(+9.9) 
5.5 
12.2 


Natural  resources,  environment,  and  en- 
ergy—Pollution   control    and    abate- 
ment, abatement  and  control  (EPA) 
(20-0-0108-0-1-304). 
(Ocean  dumping  permits.) 

Other  natural  resources— Operations,  re- 
search, and  facilities  (NOAA)  (06-48- 
1450-0-1-306). 
(Endangered  Species  Act  of  1973).. . 


Operations,     research,     and     facilities 
(NOAA)  (06-48-1450-0-1-306). 
(Ocean  dumping  research.) 


.--      (+3.3) 
0  2.8 


(+2.8) 

1.3  1.0  1.3 


.5 


2.5 


— (+2.0) 

5.6  5.6  5.6 


Natural  resources,  environment,  and  en-  23.3  20.6  58.0 

ergy— Other  natural  resources,  opera- 
tions, research,  and  facilities  (NOAA) 
(06-48-1450-0-1-306). 

(Sea  gra  ^program) (+34.7) 

Net  differerces: 

Subfunction  302 +61.6 

Subfunction  303 .  +6.1 

Subfunction  304 0 

Subfunction  306 +36.7 

Net  differences:  Function  300 +104.4 

Commerce   and   Transportation— Water         338.3         403.7         338.3 
transportation,   operating   differential 
subsidies  (MRAD)  (06-07-1709-0-1- 
406). 
Research  and  development (MARAD)  19.5  17.2  19.5 

(06-70-1716-0-1-406). 
Operations  and  training  (MARAD)         i  48.  5         i  49.  0         »  49.  9 
(06-70-1750-0-1-406).  (+1. 4) 


See  footnote  at  end  of  table. 


Annual    authorization    for    State 

Department. 
Anthorization  being  extended  in 
H.R.  8092,  to  be  considered  by 
the  House  on  Mar.  15, 1976,  in- 
volving Endangered  Species 
Actof  1973  (16  U.S.C.  1531). 
(+3.3) 

2.8    Additional  funding  being  autho- 
rized in  H.R.  5682,  pending  in 
(+2.8)      committee,  involving  the  Tini- 
cum   National    Environmental 
Center  (public  law  92-326). 
1.0    Extension    of    authorization    for 
title  I  of  the  Marine  Protection, 
Research,  and  Sanctuaries  Act 
of  1972  (33  U.S.C.  1401)  con- 
tained   in    WM.    11505,    now 
pending  in  committee. 
1.6    Authorization  being  extended  in 
H.R.  8092,  to  ba  considered  by 
the  House  on  Mar.  15,  1976, 
(+1.1)      involving  Endangered  Species 
Act  of  1973  (16  U.S.C.  1531). 
5.6    Extension    of    authorization    for 
title  II  of  the  Marine  Protec- 
tion, Research,  and  Sanctuaries 
Act  of  1972  (33  U.S.C.  1401) 
contained  in  H.R.  11505,  now 
pending  in  committee. 
55.  3    Extension  of  authorization  for  sea 
grant     program     (33     U.S.C. 
1121),  contained  in  H.R.  12108 
now  pending  in  committee. 
(+34.7) 

+9.9 
+6.1 

0 
+35.8 


+51.8 


403.7  Authorization  contained  in  H.R. 
11481,  which  passed  the  House 
on  Mar.  11,  1976. 

17.2    Same  comment  as  above. 

1  50.  4  Same  comment  as  above,  with 
(+1.4)  the  additional  inclusion  of 
$259,000  for  State  maritime 
academy  schoolships  and 
$1,100,000  for  increased  sub- 
sistence payments  to  State 
maritime  academy  students, 
as  contained  in  H.R.  10413, 
now  pending  in  committee. 
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1.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODIFICATION 
OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977-Continued 

[In  millions  of  dollars] 

Committee 
recommendation 


President's  request 


Major  issue  or  program 


Budget 
authority 


Outlays 


Budget 
authority 
(dif- 
ference) 


Outlays 
(dif- 
ference)    Comment 


Operating  expenses  (Coast  Guard) 
(21-15-0201-0-1-406). 


Commerce  and  transportation— Water 
transportation  acquisition,  construc- 
tion and  improvements  (Coast  Guard) 
(21-15-0240-0-1-406). 


Commerce  and  transportation— Water 
transportation,  State  boating  safety 
assistance  (Coast  Guard)  (21-15-0246- 
0-1-406). 


Net  differences: 
Subfunction  406. 
Function  400 


i  817.  7  1812.0  1842.8  1819.1  This  increased  funding  involves 
(+7.1)  (+7.1)  activation  of  vessels  and  air- 
craft and  additional  personnel 
for  enforcement  cf  H.R.  200, 
now  pending  in  the  conference 
committee.  The  figure  also 
reflects  a  cost  saving  of 
$1,000,000  anticipated  by 
enactment  of  H.R.  11410  and 
H.R.  11412  pending  in  com- 
mittee. 

i  171.1  1219.1  1304.1  1132.3  This  additional  funding  is  pro- 
(+133.0)  (+3.2)  vided  in  H.R.  11670,  ordered 
reported  by  Committee  on  Mar. 
4,  1976.  It  involves  procure- 
ment of  vessels  and  aircraft  for 
enforcement  of  H.R.  200, 
procurement  of  vessels  to 
improve  icebreaking  capa- 
bilities in  the  Great  Lakes, 
procurement  of  antipollution 
control  devices,  and  the  pro- 
curement of  1  vessel  and  con- 
struction of  1  new  shore 
station  for  the  improvement  of 
search  and  rescue  capabilities. 
5.8  5.8  10.0  10.0    The  recommended  funding  pro- 

(+4.2)  (+4.2)  vides  additional  grant  monies 
to  assist  State  programs,  as 
contained  in  H.R.  5630,  which 
passed  the  House  on  Nov.  17 
1975. 


+145.7 
+145.7 


+15.9 
+15.9 


General  government— Executive  direc- 
tion and  management,  environmental 
policy  development  (OEQ-CEQ)  (03- 
31-1453-0-1-802). 


2.9  2.9  3.9  3.9    Extension    of   authorization    for 

(+1.0)  (+1.0)  Environmental  Quality  Im- 
provement Act  of  1970  (42 
U.S.C.  4371),  as  contained  in 
H.R.  11619,  to  be  considered 
in  the  House  on  Mar.  15,  1976. 


Net  differences: 

Function  300 _ +104.4  +51.8 

Function  400. +145.7  +15.9 

Function800 +1.0  +1.0 

Formatl +251.1  +68.7 


i  These  accounts  involve  some  elements  which  do  not  require  new  authorization. 

II.  PRESIDENT'S  BUDGET  REQUESTS  FOR  NEW  AND  EXPANDED  PROGRAMS  WHICH  WOULD  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 


President's 
request 


Committee 
recommendation 


Legislative  proposal 


Budget 

authority  Outlays 

Budget                        (differ-  (differ- 

authority       Outlays          ence)  ence)    Comment 


None  applicable. 
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III.    PRESIDENT'S    BUDGET    REQUESTS    FOR    REDUCTIONS    IN    EXISTING    PROGRAMS   WHICH    WOULD    REQUIRE 
AMENDMENT  OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


Legislative  proposal 


President's 
request 


Budget 
authority 


Committee 
recommendation 


Outlays 


Budget 
authority 
(differ- 
ence) 


Outlays 
(differ- 
ence)   Comment 


Commerce  and  transportation— Water 
transportation,  operating  expenses 
(Coast  Guard) (21-15-0201-0-1-406) — 
Presidential  proposal  for  reduction  of 
$1,000,000  in  budget  authority  and 
outlay  as  a  saving  by  revision  of  vessel 
documentation  laws  is  included  as  an 
item  in  format  I.  See  last  item  on  p.  4 
of  format  I  submission. 


IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  millions  of  dollars! 


Identify  initiative 


Budget 
authority       Outlays    Comment 


Natural    resources,    environment,    and 
energy— Conservation  and  land  man- 
agement: 
Coastal  Zone  Management  (NOAA) 
(06-48-1451-0-1-302). 
(Energy    impact   in   the   Coastal 
Zone). 


215.0 


government,  The  Panama  Canal,  op- 
erating   expenses    (08-25-01 16-0-1- 
806). 
(Panama  Canal  finances). 

Net  differences: 

Function800 +0 

Function300 +264.3 

Format  IV +264.3 


75.6 


Other  natural  resources: 

Operations,  research,  and  facili- 
ties   (NOAA)    (06-48-1450- 
0-1-306). 
(Extension  of  U.S.  fisheries 
zone). 

25.0 

25.0 

(06-48-1450-0-1-306) 
(Aquaculture  develop- 
ment). 

20.0 

20.0 

(06-48-1450-0-1-306) 
(shellfish  study). 

.3 

.3 

Subfunction  306  (deep  seabed 
mining). 

4.0 

4.0 

Net  difference  : 

Su  bf  unction  302.. 

+215.0 
+49.3 

+75.6 

Subfunction  306... 

+49.3 

Function  300 

+264.  3 
10 

+124.  9 

jral     government— Other     general 

i  15.0 

+15.0 
+  124.9 


+139.9 


New  program  initiatives  under  the  Coastal  Zone  Man- 
agement Act  of  1972,  as  contained  in  H.R.  3981 ,  which 
passed  the  House  on  Mar.  11,  1976.  They  include 
impacts  from  OCS  development,  planning  grants,  and 
research  grants  (budget  authority  for  bond  guarantees 
not  anticipated  for  fiscal  year  1977). 


For  Department  of  Commerce  responsibilities  under 
H.R.  200,  now  pending  in  conference  committee.  It 
involves  the  management  of  the  extended  fisheries 
zone,  primarily  for  the  establishment  of  regional 
councils. 

Authority  provided  in  H.R.  370,  now  pending  in  com- 
mittee. It  involves  the  lst-phase  funding  of  a  5-yr. 
development  program  for  aquaculture. 

Authorizes  funding  for  a  comprehensive  review  of  the 
shellfish  industry,  as  contained  in  H.R.  3981,  which 
passed  the  House  on  Mar.  11, 1976. 

Funding  for  administrative  startup  costs  as  provided  for 
in  U.S.  program  for  deep  seabed  mining,  H.R.  11879, 


now  pending  in  committee. 


This  involves  a  proposal  to  improve  the  financial 
position  of  the  Panama  Canal  operation  by  providing 
for  a  reduction  in  reimbursements  to  the  U.S.  Trea- 
sury. 


Not  agreed  to  by  minority  ranking  member  of  subcommittee. 


414 

V.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING  LEGISLATION 

FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 

Committee 
recommendation 


Major  issue  or  program 


President's  request 

Budget 
authority       Outlays 


Budget 
authority 
(dif- 
ference) 


Outlays 
(dif- 
ference)   Comment 


Natural  resources,  environment,  and 
energy— Recreational  resources,  re- 
source management  (Fish  and  Wild- 
life Service)  (10-18-1611-0-1-303) i  113.6       U10.5         128.6         125.5    Additional  funding  for  acquisi- 

(Wetlands  acquisition). (+15.0)    (+15.0)      tions    under    Wetlands    Loan 

-      Extension  Act  of  1976.  (Pub- 
Net  differences:  lie  Law  94-215). 

Format  I +251.1        +68.7 

Format  IV +264.3      +139.9 

FormatV +15.0        +15.0 

Total  net  difference +530.4      +223.6 


Note:  In  all  respects  not  specifically  itemized,  Committee  endorses  all  Presidential  budget  requests  on  programs  within 
committee  jurisdiction. 

1  This  account  includes  elements  not  under  committee  jurisdiction.  The  figure  has  been  reduced  by  the  amount  of  the 
President's  request  related  to  the  Endangered  Species  Act,  handled  in  format  1. 
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WILLIAM  M.  BROOHEAD,  MICH. 
PAUL  SIMON,  ILL. 

MINETA.  CAUF. 


Honorable  Brock  Adams 

Chairman 

Committee  on  the  Budget 

House  of  Representatives 

Washington,  D.  C.   20515 

Dear  Mr.  Chairman: 

Pursuant  to  section  301(c)  of  the  Congressional 
Budget  Act  of  1974  (Public  Law  93-344;  88  STAT  297) , 
there  are  enclosed  the  Views  and  Estimates  of  the 
Committee  on  Post  Office  and  Civil  Service  on  the 
Budget  of  the  United  States  for  fiscal  year  1977, 
and  related  materials. 

With  kind  regards, 

Sincerely, 


%* 


DAVID  N.  HENDERSON 
Chairman 


Enclosures 

Views  and  Estimates 
Minority  Views 
Separate  Views 
Budget  Format 
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VIEWS  AND  ESTIMATES 

OF  THE  COMMITTEE  ON  POST  OFFICE  AND  CIVIL  SERVICE 

PURSUANT  TO  SECTION  301(c)  OF  PUBLIC  LAW  93-328 

FISCAL  YEAR  19  77 

**************** 

SUMMARY 

The  Committee  recommends  that  the  First  Concurrent 
Resolution  include  $3,248.8  million  above  the  level  of 
outlays  requested  by  the  President  in  his  Budget.   Of  this 
total  increase  recommended  by  the  Committee ,  the  breakdown 
is  as  follows: 

$811  million  to  restore  funding  to  programs  which  the 
President  has  proposed  be  repealed,  reduced,  or  eliminated 
The  Committee  recommends  full  restoration  of  this  amount 
because  the  Committee  does  not  intend  to  approve  the 
President's  proposals. 

$307  million  to  continue  funding  of  phased  postal 
rates  as  provided  by  Public  Law  93-328. 

$1, 635  million  to  finance  additional  public  service 
appropriations  for  the  Postal  Service. 

$495. 8  million  for  new  civil  service  legislation 
which  the  Committee  has  reported  or  intends  to  consider 
during  this  session. 
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INTRODUCTION 

Of  the  $1,118  million  in  cost  reductions  involving 
congressional  actions  proposed  by  the  President,  the 
entire  amount  is  premised  on  the  enactment  of  proposals 
which  would  either  repeal  pay  and  retirement  benefits 
previously  enacted  into  law,  or  eliminate  annual  funding 
previously  approved  by  Congress  and  the  President.   The 
Committee  does  not  favor  and  will  not  support  this  arbitrary 
and  unrealistic  system  of  budget  cutting.   We  believe 
that  the  Concurrent  Resolution  on  the  Budget  should  not 
be  constructed  on  such  shakey  foundations  as  have  been  used 
in  the  President's  Budget. 

The  Committee  believes  that  the  best  way  to  develop  a 
realistic  Concurrent  Resolution  on  the  Budget  is  to  review 
presidential  and  congressional  initiatives  from  the  stand- 
point of  the  necessity,  desirability,  and  likelihood  of 
approval.   The  President's  Budget  fails  to  meet  that  criteria 
in  that  it  presumes  reductions  in  spending  dependent  upon 
legislation  for  which  the  prospects  of  enactment  are 
virtually  nonexistent,  and  ignores  completely  the  critical 
financial  problems  of  the  Postal  Service  for  which  FY  1977 
spending  should  be  increased. 

The  Committee  recommends  that  these  realities  be  used  as 
a  basis  for  determining  the  level  of  new  budget  authority 
and  outlays  for  FY  1977.   Of  the  $3,248.8  million  increase 
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in  total  outlays  recommended  by  the  Committee,  $2,753 
million,  or  8_5  percent,  will  simply  restore  arbitrary  and 
wholly  unrealistic  cuts  proposed  by  the  President  and 
insure  the  Postal  Service's  financial  stability. 

The  attached  Budget  Format  contains  the  Committee's 
cost  estimates  in  existing  programs,  programs  initiated 
by  the  President,  and  programs  proposed  to  be  considered 
by  the  Committee  during  the  Second  Session  of  the  94th 
Congress. 

Several  items  deserve  extended  discussion  in  order 
to  advise  the  Committee  on  the  Budget  of  the  importance 
of  certain  issues  before  the  Committee  on  Post  Office 
and  Civil  Service. 


THE  PRESIDENT'S  RECOMMENDATIONS 
FOR  REDUCTIONS  IN  COST 

The  President's  Budget  includes  proposals  to  reduce 
costs  by  a  total  of  $2,333.3  million  in  budget  authority 
and  $2,4  02  million  in  budget  outlays,  all  to  be  achieved 
by  the  enactment  of  legislation  or  changes  in 
administrative  regulations  and  procedures.   Of  the  $2,402 
million  outlay  reductions, 
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$1,284  million  would  result  from  administrative 
changes  to  alter  pay  comparability  data  and 
lower  future  Federal  salary  increases;  and 

$1,118  million  would  result  from  proposed 
legislation  to  lower  existing  Federal  pay 
and  retirement  annuities. 

No  other  President's  Budget  has  attempted  to  reduce 

expenditures  at  so  great  expense  to  active  and  retired 

Federal  workers. 

For  instance,  the  President  proposes  legislation  to 

reduce  current  civil  service  pay  and  retirement  annuities 

by  $418  million.   His  proposals  are: 


Reductions  in  wage 

board  pay  -$304  million 

Reductions  in  civil 

service  annuities  -$  69  million 

Reductions  in  National 

Guard  and  Reserve  pay  -$  45  million 


The  President's  plan  for  wage  board  employees  would 
reduce  pay  benefits  previously  enacted  into  law  with  the 
approval  of  either  President  Johnson  or  President  Nixon. 
The  "Monroney  Amendment",  for  instance,  was  enacted  by 
Congress  in  1968  and  brought  about  a  system  for  fairly 
comparing  wages  for  specialized  work  performed  by  skilled 
Federal  employees  in  geographic  locations  where  similar 
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types  of  employment  simply  do  not  exist  in  the  private 
sector  of  the  economy.   Under  this  law,  pay  for  Federal 
aeronautical  maintenance  repairmen  is  compared  to  similar 
private  sector  employment  at  the  closest  private  estab- 
lishment having  similar  employment.   The  Committee  does 
not  intend  to  repeal  that  law. 

The  President  proposes  to  reduce  the  number  of  pay 
steps  and  eliminate  nightwork  pay  differentials  enacted 
in  1972.   These  benefits  were  signed  into  law  after  several 
years  of  study  by  both   Houses  of  Congress  to  modernize 
the  Federal  wage  board  pay  system.   They  will  not  be 
repealed  by  this  Congress.   For  the  President  to  base  a 
$304  million  reduction  in  his  Budget  on  the  hypothesis 
that  Congress  will  repeal  these  laws  clearly  disregards 
the  merits  of  the  proposals,  the  years  of  effort  which 
finally  resulted  in  their  enactment,  and  their  approval 
by  two  Presidents. 

The  President  proposes  to  cut  $69  million  in  civil 
service  retirement  benefits  by  repealing  the  additional 
1  percent  annuity  increase  paid  when  the  Consumer  Price 
Index  triggers  an  automatic  increase  in  annuities. 
Under  the  provisions  of  Public  Law  91-93,  enacted  in  1969, 
civil  service  annuitants  are  granted  an  extra  1  percent 
whenever  the  index  maintains  a  3  percent  increase  over  the 
base  period  for  three  consecutive  months.  The  President 
proposes  to  eliminate  the  bonus,  but  obviously  does  not 
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take  into  account  the  reason  for  the  law  being  in  existence: 
before  annuities  are  increased,  retirees  must  pay  higher 
costs  for  food  and  other  necessities  for  five  months 
after  the  cost-of-living  has  risen  3  percent  over  the 
base.   The  Committee  does  intend  to  consider  legislation 
to  make  the  retirement  system  more  responsive  to  cost-of- 
living  increases  (H.R.  3310) ,  but  only  if  the  timing 
process  is  improved  should  the  catch-up  bonus  be 
eliminated. 

The  President  proposes  to  cut  $45  million  by  eliminating 
temporary  dual  pay  for  Federal  employees  who  are  National 
Guard  and  Reserve  members  by  repealing  the  law  permitting 
summer  camp  leave  time.   This  law  (enacted  in  1968  to 
resolve  the  problem  created  by  some  executive  agencies 
which  refused  to  grant  paid  leave  to  employees  to 
participate  in  Guard  or  Reserve  training)  permits  "dual 
compensation"  for  about  150,000  Federal  employees  for  up 
to  15  days  a  year.   The  average  pay  is  $400. 

If  the  law  is  modified,  the  desirability  of  being 
a  member  of  the  Guard  or  Reserves  would  be  diminished 
because  a  Federal  employee  would  have  to  surrender  the 
modest  amount  of  additional  pay  earned  for  serving  in  a 
Guard  or  Reserve  unit  —  hardly  an  incentive  to  continue 
to  servce.   In  view  of  the  increasing  reliance  upon  an 


422 


all-volunteer  peacetime  military,  the  Committee  believes 
the  present  law  is  a  desirable  incentive  to  insure 
effective  and  ready  reserve  forces. 

In  addition  to  these  proposed  cuts  in  existing  pay 
and  retirement,  the  President  proposes  an  avoidance  of  cost 
of  $393  million  in  announcing  his  intention  to  submit  an 
alternative  plan  under  5  U.S.C.  5305  to  impose  a  5  percent 
ceiling  on  Federal  pay  increases  due  in  October,  1976. 
The  Committee  views  this  as  an  unfortunate  and  misguided 
proposal:  unfortunate  because  it  puts  a  lid  on  the  pay  of 
one-half  the  Federal  workers  while  having  no  effect  at  all 
on  the  other  half;  misguided  because,  in  fiscal  year  1977 
when  the  Federal  budget  exceeds  $4  00  billion,  a  proposed 
pay  cut  of  1/12  of  1  percent  will  have  virtually  no  impact 
upon  anything  except  Federal  employees.   Although  compara- 
bility as  a  principal  of  Federal  pay  has  been  on  the  statute 
books  for  14  years,  nearly  every  budget  since  1962  has  recom- 
mended postponing  true  comparability.   The  President's 
Budget  for  1977  proposes,  once  again,  to  deny  full  compara- 
bility in  1977  but  promises  that  comparability  may  be 
achieved  in  1978. 

By  administrative  action,  not  requiring  congres- 
sional approval,  the  President  plans  to  incorporate 
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new  private  sector  pay  data  (relating  to  pay  for 
secretaries  and  computer  operators)  which  will  have  a 
very  substantial  impact  upon  the  1976  Federal  pay 
increase.   Without  this  new  comparability  data,  the 
1976  pay  increase  would  be  about  ll^  percent;  with  this 
data,  the  increase  will  be  reduced  to  6h   percent,  a 
cost  reduction  of  $1,284  million.   The  Committee  believes 
this  action  is  a  sufficient  budget-cutting  burden  for 
Federal  employees  to  bear  in  FY  1977. 

In  addition,  since  the  enactment  of  Public 
Law  94-82,  salaries  for  executive  level  officers,  Federal 
judges  and  justices,  and  Members  of  Congress  are 
increased  by  the  average  increase  applicable  to  the 
General  Schedule.   By  artifically  depressing  the  overall 
average  to  4.7  percent,  the  President  reduces  the 
increases  applicable  to  these  officers  and  employees  for 
whom  comparability  is,  under  the  best  of  circumstances, 
virtually  impossible  to  achieve. 

The  President  omits  from  his  Budget  $307  million  neces- 
sary to  pay  the  cost  of  financing  phased  postal  rate 
increases  for  nonprofit  organizations  and  other  second-, 
third-,  and  fourth-class  mailers  pursuant  to  the 
provisions  of  Public  Law  93-328.   This  legislation, 
which  extended  the  period  of  time  for  mailers  to  adjust 
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to  substantial  postal  rate  increases,  was  signed  by 
President  Nixon  on  June  30,  1974.   President  Ford  did 
not  request  the  funds  for  fiscal  year  1976,  but  the 
appropriation  was  made  by  Congress  to  comply  with  the 
law.   The  President  has  again  failed  to  request  the 
authorized  funding,  and  the  Committee  recommends  that 
the  Concurrent  Resolution  include  the  necessary  funds, 
as  did  the  Concurrent  Resolution  for  fiscal  year  1976. 

II 

POSTAL  SERVICE  APPROPRIATIONS 

The  financial  condition  of  the  Postal  Service  and 
efforts  to  resolve  problems  which  have  caused  congres- 
sional and  public  criticism  of  postal  operations  remain 
an  outstanding  issue.   This  problem  has  deeply  concerned 
the  Committee  virtually  since  the  beginning  of  postal 
reorganization  in  July,  1971.   The  reorganized  Postal 
Service  has  continued  to  operate  at  a  deficit  every 
year  despite  an  average  of  $1.6  billion  in  appropriations 
each  year  and  three  significant  rate  increases  in  only 
six  years. 

Last  year,  after  nearly  two  years  of  hearings, 
investigations,  and  consideration,  the  Committee 
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recommended  the  enactment  of  legislation  (H.R.  8603) 
which  would  have  increased  public  service  subsidies 
by  $1.6  billion  in  order  to  operate  the  Postal  Service 
at  reasonable  postal  rates  and  satisfactory  levels  of 
service.   This  most  important  recommendation  was 
rejected  by  the  House  when  the  House  adopted  the 
Alexander  Amendment,  which  repealed  all  of  the 
financial  and  operating  independence  given  the  Postal 
Service  in  1970.   H.R.  8603  is  now  pending  before  the 
Senate  Committee  on  Post  Office  and  Civil  Service. 

Objective  observations  about  the  current  status 
of  the  Postal  Service  include  the  following: 
The  Office  of  Management  and  Budget 
has  consistently  refused  to  recommend  an 
increase  in  public  service  appropriations 
for  the  Postal  Service,  despite  an 
accumulated  deficit  through  fiscal  year 
1976  of  $2.5  billion  and  reliance  upon 
borrowed  funds  to  meet  current  operating 
expenses; 

The  Postmaster  General  has  not  asked 
the  President  or  the  Director  of  the  Office 
of  Management  and  Budget  to  request  increased 
public  service  appropriations,  but  has 
repeatedly  expressed  his  support  to  Congress 
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for  increased  appropriations; 

The  Postmaster  General  has  begun  to 
cut  costs  by  reducing  overtime  work, 
consolidating  post  offices,  closing  post 
offices,  and  apparently  soon  intends  to 
end  Saturday  mail  delivery; 

The  General  Accounting  Office,  in  a 
recent  comprehensive  report  reviewing 
Postal  Service  operations  over  the  past 
five  years,  described  the  financial 
condition  of  the  Postal  Service  as 
"critical"; 

The  public  reaction  to  the  recent 
33  percent  increase  in  the  first-class 
stamp  to  13C  has  been  overwhelmingly 
negative; 

Average  postal  wages  will  very 
probably  increase  under  the  terms  of  the 
current  collective-bargaining  agreement 
to  more  than  $18,000  a  year  per  worker 
by  July  20,  1978,  increasing  postal 
costs  from  $14.1  billion  in  FY  1976  to 
$17.7  billion  in  FY  1979;  and 

Unless  other  revenues  are  made 
avai'  Me,  the  existing  statutory 
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requirement  for  "break  even"  postal 

operation  will  very  probably  require  a 

19C  first-class  stamp  by  July,  1978. 

These  facts  relate  to  current  postal  problems.   In 
the  longer  view,  the  effect  of  radical  changes  in  the 
methods  of  transmitting  information  portends  an  even 
greater  impact  upon  the  Postal  Service.   The  widespread 
delivery  of  correspondence  and  information  by  electronic 
means  cannot  be  far  away.   Certainly,  by  the  end  of 
this  century,  most  business  and  financial  data  —  all 
bank  transactions  and  monthly  billing,  for  instance  »- 
will  be  transmitted  by  computerized  machinery  or  its 
successors.   The  economics  of  the  present  postal  system 
has  already  begun  to  take  its  toll.   Mass  circulation 
second-class  publications,  such  as  the  Wall  Street 
Journal  and  Time,  are  experimenting  with  non-postal 
delivery  in  high  density  delivery  areas.   No  reason 
but  costs  has  caused  this  desertion  from  the  Postal 
Service.   Parcel  post  volume  has  dropped  drastically 
in  the  past  decade,  despite  reasonable  rate  stability 
and  statutory  increases  in  size  and  weight  limits 
designed  to  capture  more  business.   744  million  parcels 
were  mailed  in  1966;  323  million  will  be  mailed  in  1976. 
Increased  rates  will  hasten  the  decline  of  parcel  post 
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as  the  only  nationwide  package  delivery  service. 

To  add  to  these  known  events  the  possible  future 
loss  of  financial  data  and  business  accounts  --  today 
more  than  one-half  of  first-class  mail  —  hardly  augurs 
for  a  bright  future.   The  impact  of  such  radical  change 
would  make  it  impossible  to  maintain  today's  standards 
for  postal  service  without  massive  subsidies  being 
appropriated.   The  effect  upon  700,000  good-paying 
postal  jobs  could  not  be  favorable.   The  reality  must 
be  faced:   the  postal  system  as  it  is  today,  and  as  it 
has  existed  since  colonial  times,  is  running  its  course. 
The  issue  and  the  challenge  are  what  should  be  done. 

The  future  of  the  postal  system  is  a  problem  of 
serious  national  consequences.   In  the  short  run,  more 
money  is  needed  to  subsidize  the  existing  system.   For 
FY  1977,  the  Committee  recommends  an  increase  in  Federal 
funds  as  recommended  by  the  Committee  last  year.   For 
the  long  run,  the  Committee's  recommendation  for  a 
two-year  study  of  public  service  postal  activities  and 
Federal  funding;  is  a  beginning.  We  renew  our  request 
and  urgently  advise  the  Committee  on  the  Budget  to  include 
adequate  funds  to  resolve  postal  problems  rather  than  to 
wait  --  as  the  President  and  Congress  waited  in  1969  and 
1970  —  for  events  to  provide  their  own  answers. 
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Although  our  hopes  for  postal  reorganization  have 
not  been  fulfilled,  one  clear  lesson  learned  from  1969  - 
1970  is  that  delay  in  recognizing  and  resolving  postal 
problems  will  only  intensify  the  problems.   The  Postal 
Reorganization  Act  was  passed  not  because  there  was  a 
postal  "mess"  or  because  of  a  great  public  demand; 
hindsight  has  exaggerated  those  factors.   The  law  passed 
because  the  President  and  the  postal  unions  came  to 
agreement  after  the  postal  strike  in  March,  1970,  an 
agreement  which  won  union  support  for  postal  reorganization 
legislation  in  exchange  for  the  President's  support   for 
a  17  percent  statutory  postal  pay  increase  and  a  guarantee 
for  collective-bargaining  rights.   If  we  delay  consid- 
eration of  the  financial  problems  the  Postal  Service 
faces  today,  the  price  tag  will  be  far  more  expensive 
than  if  Congress  acts  early,  responsibly,  and  in  the 
public's  interest. 

Ill 

CIVIL  SERVICE  LEGISLATION 

The  Committee  recommends  that  the  Concurrent 
Resolution  include  $495.8  million  for  the  estimated  costs 
of  civil  service  legislation  which  the  Committee  has 
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reported  or  intends  to  consider  this  session. 

The  spending  level   recommended  for  civil  service 
legislation  does  not  imply  that  all  of  the  legislation 
or  all  of  the  costs  associated  with  such  legislation 
will  be  recommended;  rather  this  figure  represents  the 
total  cost  which  could  be  incurred  if  all  legislation 
which  the  Committee  plans  to  consider  is  enacted. 
Part  IV  of  our  Budget  Format  includes  a  description 
of  all  of  the  bills  the  Committee  will  consider  or  which 
have  already  been  reported  to  the  House.   Some  of  the 
bills  may  raise  partisan  objections;  others  may  be 
noncontroversial.   One  of  the  problems  with  recom- 
mending spending  levels  at  this  early  date  is  that 
firm  decisions  as  to  legislative  goals  have  not  yet 
been  made. 

IV 

COMMITTEE  ACTION 

These  Views  and  Estimates  were  ordered  reported 
by  a  roll  call  vote  of  13  to  9. 

The  Committee's  recommendations  relating  to 
additional  appropriations  for  public  services  performed 
by  the  Postal  Service  (39  U.S.C.  2401(b))  and  the 
alternatives  discussed  in  Budget  Format,  Part  IV,  Item  1, 
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were  approved  by  a  roll  call  vote  of  14  to  6. 

The  Committee's  recommendation  that  the  additional 
$307  million  necessary  to  pay  for  revenue  foregone,  as 
authorized  by  Public  Law  93-328,  was  not  within  the 
scope  of  the  request  for  a  roll  call  vote  on  postal 
appropriations.   There  was  no  disagreement  expressed 
as  to  the  Committee's  recommendation  that  the  revenue 
foregone  appropriation  be  fully  funded. 

Matters  relating  to  civil  service  legislation  in 
the  Budget  Format,  Part  IV,  Items  5  through  16,  were 
approved  by  a  roll  call  vote  of  12  to  10. 
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MINORITY  VIEWS 
ON 
POST  OFFICE  AND  CIVIL  SERVICE  COMMITTEE 
BUDGET  RECOMMENDATIONS 

The  budget  recommendations  submitted  under  the  banner  of  the  majority 
of  our  Committee  display  an  unfortunate  lack  of  restraint,  and  so  we  urge 
the  House  Budget  Committee  to  perform  some  necessary  surgery  on  this  inflated 
package  of  spending  proposals. 

In  its  haste  to  embrace  questionable  expansionist  programs,  the 
Committee  majority  demonstrated  that  it  did  not  care  to  linger  over,  much  less 
evaluate,  pertinent  proposals  in  the  President's  budget.   In  the  process, 
the  Committee  majority  paid  obeisance  to  the  discredited  concept  of  unrestrained 
spending.   In  one  instance,  the  Committee  left  itself  in  the  risky  position 
of  trying  to  anticipate  what  action  the  other  body  will  take  on  a  bill 
dealing  with  postal  finances.   Despite  majority  Committee  support  for  a  huge  and 
controversial  postal  subsidy,  there  is  little  likelihood  this  issue  will  be 
resolved  prior  to  the  Easter  recess. 

We  particularly  regret  the  Committee  action  in  dismissing  two  important 
proposals  contained  in  the  President's  budget  which  not  only  reduce  expenditures 
this  coming  year  but  are  long-range  legislative  improvements  as  well. 

We  refer  to  the  President's  proposals  to  (1)  eliminate  the  extravagant 
one-percent  bonus  on  cost-of-living  increases  to  Civil  Service  annuities,  and 
(2)  revise  the  Wage  Board  pay  system  so  as  to  bring  it  back  in  line  with  the 
concept  of  equal  pay  for  equal  work  in  a  local  wage  area. 
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Annuities  under  the  Civil  Service  retirement  system  are  adjusted 
to  provide  cost-of-living  increases  to  reflect  increases  in  the  Consumer 
Price  Index.   Whenever  the  CPI  increases  by  3  percent  and  remains  at  that 
level  for  3  consecutive  months,  annuities  are  increased  automatically  by 
the  highest  percentage  reached  during  that  three-month  period,  plus  an 
additional  one  percent. 

This  one  percent  bonus  or  "kicker"  was  enacted  in  1969  to  compensate 
for  the  time  lag  between  price  increases  and  annuity  payments.   But  it  is 
neither  a  timely  nor  an  accurate  method  of  maintaining  the  purchasing  power 
of  annuities.   In  the  long  run,  this  provision  progressively  overcompensates 
and  produces  annuity  increases  which  are  larger  than  the  increases  in  the  CPI. 

Recent  studies  by  the  General  Accounting  Office  show  that  since 
the  enactment  of  this  law,  annuity  adjustments  have  totaled  63  percent, 
but  the  CPI  has  risen  by  only  50  percent.   This  variance  occurs  because  the 
1  percent  add-ons  are  permanent  and  become  part  of  the  annuity  base  for 
each  succeeding  adjustment. 

The  elimination  of  the  1  percent  add-on,  as  proposed  by  the  President, 
would  reduce  budget  outlays  in  the  coming  fiscal  year  by  $69  million.   Since 
cost-of-living  annuity  adjustments  are  paid  directly  from  the  Civil  Service 
Retirement  Trust  Fund,  we  simply  cannot  permit  this  unjustified  drain  to  continue, 
The  unfunded  liability  of  the  Civil  Service  Retirement  Fund  now  stands  at 
$97  billion.   It  is  unfair  to  the  employees  who  contribute  to  the  retirement 
system  to  permit  this  unfunded  liability  to  grow  and  to  endanger  the  entire 
program. 
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Therefore,  it  is  reasonable  to  elimiante  the  one-percent  cost-of- 
living  add-on  as  the  President  proposes  and  take  at  least  that  step  toward 
stabilizing  the  retirement  trust  fund. 

The  President  has  also  proposed  certain  reforms  to  the  Federal  Wage 
System  which  in  its  present  form  has  departed  from  the  basic  prevailing 
rate  principle,  resulting  in  an  unfair  competitive  advantage  for  the  Federal 
government  and  unjustifiable  payroll  costs  for  wage  board  employees. 

The  President's  proposals,  based  on  recommendations  from  the 
President's  Panel  on  Federal  Compensation,  are: 

— Repeal  the  so-called  "Monroney  amendment"; 

— Establish  night  differential  on  wage  area  practice  rather  than  a 
uniform  7*2%  to  10%  differential; 

— Reduce  the  five-step  pay  schedule  under  which  the  second  step 
is  equated  to  the  prevailing  rate  in  the  private  sector  and  each  of  the 
three  upper  steps  are  more  than  comparable  with  local  rates,  resulting  in 
an  ultimate  pay  rate  of  112%  of  comparability. 

— Eliminate  the  fixed  pay  line  step  requirements;  and 

— Include  state  and  local  governments  in  wage  surveys. 

It  is  estimated  that  the  enactment  of  these  recommendations  would 
result  in  annual  savings  to  the  government  of  $304  million. 

We  strongly  recommend  that  these  legislative  proposals  be  considered 
Here  again  is  a  recommendation  that  has  long-range  beneficial  effects  for 
the  government  and  the  taxpayer.   These  recommendations  should  not  be  ignored 
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The  budget  recommendation  of  the  Committee,  based  on  contemplated 
Committee  action  (and  inaction),  would  increase  the  President's  budget  by 
approximately  $3.2  billion.   We  cannot  endorse  this  recommendation. 

The  largest  item  approved  by  the  Committee  would  increase  the 
public-service  subsidy  to  the  U.S.  Postal  Service  by  $1.7  billion.   This  is 
based  on  earlier  Committee  action  on  the  bill  H.R.  8603  which  has  been  considered 
and  amended  in  the  House  and  is  now  pending  in  the  Senate. 

The  President's  budget  includes  a  public-service  subsidy  of  $920  million 
as  required  under  the  Postal  Reorganization  Act.   We  do  not  favor  increasing 
this  subsidy.   While  the  Postal  Service  continues  to  face  serious  difficulties 
in  achieving  a  balance  between  its  costs  and  revenues,  it  is  exploring  ways 
to  control  costs  without  downgrading  the  service. 

The  Committee  budget  recommendation  also  assumes  a  Federal  white 
collar  pay  increase  in  October  above  the  5%  level  which  is  contained  in  the 
President's  budget.   The  President's  budget  assumes  that  the  October  1976 
pay  increases  will  be  limited  to  5  percent.   Smaller  increases  will  be 
received  by  some  employees,  but  for  budget  purposes  it  is  assumed  that  all 
employees  will  receive  at  least  a  3%  increase,  with  the  average  estimated 
increase  to  be  4.7%.   The  budget  contains  $2.4  billion  to  cover  this  pay 
adjustment,  which  will  include  military  personnel  as  well. 

A  possible  restraint  on  Federal  salary  increases  is  not  intended 
to  reflect  adversely  on  employees,  but  rather  is  based  on  an  overriding  concern 
for  the  country  and  its  citizens  with  respect  to  fiscal  responsibility  and 
economic  stability. 
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Each  one  percent  of  pay  increase  for  white  collar  and  military 
personnel  adds  approximately  $500  million  to  the  cost  of  running  the  government. 
Therefore,  we  hope  that  the  Congress  will  stay  within  the  pay  recommendations 
of  the  President. 

While  we  have  not  commented  in  detail  on  the  many  other  items  in  the 
Committee's  budget  report,  we  believe,  in  general,  that  it  fails  to  serve  the 
purposes  of  the  Congressional  Budget  and  Impoundment  Control  Act  of  1974. 
In  setting  out  the  Declaration  of  Purposes  under  that  Act,  the  Congress 
declared  that  it  is  essential  "to  assure  effective  congressional  control 
over  the  budgetary  process." 

If  the  Act  is  to  have  any  meaning,  then  each  Committee  of  the  Congress 
must  exhibit  and  exercise  tighter  restraints  than  are  shown  in  our  Committee's 
report. 


Edward  J.  Derwiiski,  M.  C. 


h 


seldt,  M.  C. 


i^r^*^l^t~~- 


lins,  M.  C. 


fc^x^ 


Gene  Taylor,  M.  C. 
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SEPARATE  MINORITY  VIEWS 

ON 

POST  OFFICE  AND  CIVIL  SERVICE  COMMITTEE 

BUDGET  RECOMMENDATIONS 

In  compliance  with  the  Congressional  Budget  and  Impoundment 
Control  Act  of  1974,  the  majority  on  the  House  Post  Office  and  Civil 
Service  Committee  has  prepared  for  filing  with  the  House  Budget  Com- 
mittee its  proposals  for  fiscal  year  1977.   It  troubles  me  very  much 
that  this  budget  reflects  an  increase  of  some  $3.2  billion  over  the 
President's  request.   I  feel  that  this  high  figure  is  particularly 
dangerous,  since  the  proposal  will  probably  become  the  "floor"  for 
congressional  spending,  not  the  "ceiling,"  as  intended. 

In  my  opinion,  a  great  deal  of  investigation  and  consideration 
should  go  into  the  planning  of  any  budget,  and  I  do  not  feel  that  we 
have  adequately  explored,  evaluated,  or  justified  the  budgetary  request 
that  we  are  making.   While  it  is  true  that  there  is  difficulty  in 
predicting  what  legislative  needs  involving  spending  will  arise,  the 
point  remains  that  we  are  NOT  resticting  ourselves  by  this  budget  pro- 
posal and  are,  therefore,  completely  ignoring  the  reason  for  which  the 
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Budget  and  Impoundment  Control  Act  was  first  enacted — to  limit  federal 
expenditures  wherever  possible — as  well  as  our  sole  reason  for  constructing 
a  budget — to  limit  ourselves  and  necessitate  the  placing  of  priorities 
on  needed  legislation  involving  federal  spending. 


I  cannot  overemphasize  my  strong  disagreement  with  the  majority's 
position  in  this  matter,  and  I  urge  the  House  Budget  Committee  to  consider 
the  need  for  a  stricter  budgetary  limit  during  its  deliberations  on  the 
House  Post  Office  and  Civil  Service  Committee's  recommendations. 


Trent  Lott,  M.  C. 
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Committee  on  public  $Eorfe£  atrti  Cranaportatton 

NINETY-FOURTH  CONGRESS 

Congress  of  tije  Wlnittb  States 

Houae  of  ^Representatives 

fcoom  2165,  fcapburn  Jlousfc  mtict  JJuilDing 
JBasfjington,  B.C.    20515 

TELEPHONE:  AREA  CODE  202,  225-4472 


ROBERT  E.  JONES,  CHAIRMAN  March    15       1976 


Honorable  Brock  Adams 

Chairman 

House  Budget  Committee 

V7ashington,  D.  C. 

Dear  Brock: 

The  enclosed  report ,  setting  forth  the  views  of  the  Public  Works 
and  Transportation  Coirmittee  on  the  President's  Budaet  for  1977, 
is  submitted  in  accord  with  Section  301(c)  of  the  Congressional 
Budget  and  ImDoundment  Control  Act  of  1974. 

At  this  point  in  this  first  vear  of  full  oneration  for  the 
Congressional  Budget  Act,  I  want  to  congratulate  you,  the  Budget 
Committee,  and  staff  on  the  fine  job  vou  are  doing  in  a  very 
difficult  and  sensitive  area.  This  Committee  will  continue  to 
support  your  effects  to  bring  about  a  truly  effective  Congressional 
budget  activitv. 

With  warm  personal  regards,  I  am 

Sincerely , 


Enclosures 
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1.  INTRODUCTION 
A.  OVERVIEW  OF  THE  PRESIDENT'S  BUDGET 


The  President's  1977  Budget  recommends  total  outlays  of  $394 
billion  and  receipts  of  $351.  This  results  in  a  deficit  of  $43 
billion  which  compares  with  an  anticipated  deficit  of  $76  billion 
in  1976  —  the  largest  in  U.S.  history.  For  the  transitional 
budget  —  July  through  September  1976  —  the  deficit  is  estimated 
at  $16  billion. 

The  Administration's  long-range  ecomomic  outlook  anticipates 
modest  but  steady  improvement  in  unemployment  and  inflation 
levels  but  no  dramatic  short-term  improvements.  The  rate  of 
unemployment  is  expected  to  average  6.9%  in  Calendar  Year  1977 
with  inflation,  as  measured  by  consumer  prices,  rising  by  6%. 
The  real  growth  of  the  economy  based  on  production  of  goods  and 
services  (GNP)  is  estimated  at  5.7%  for  1977  and  6.2%  for  1976. 

In  presenting  his  budget  the  President  pointed  out  that  the 
5.5%  rate  of  Federal  spending  growth  for  1977  is  less  than  one 
half  the  growth  rate  for  expenditures  over  the  last  10  years  and 
sets  the  course  for  a  balanced  budget  in  three  years.  The 
highest  priority  is  accorded  to  defense,  energy,  and  the 
provision  of  protection  to  the  elderly  through  insurance  against 
catastrophic  illness. 

In  return  for  reducing  the  growth  in  spending,  the  President 
proposes  an  additional  $10  billion  in  tax  reductions  effective 
July  1,  1976.  Reductions  in  spending  are  expected  to  result  from 
lower  levels  of  unemployment,  revamping  various  welfare  programs 
and  other  changes.  While  recognizing  that  unemployment  will 
remain  at  a  high  level,  the  Administration's  Budget  aims  to  add 
jobs  via  the  private  sector  rather  than  through  public  job 
programs.  Holding  back  Government  stimulus  characterizes  the 
budget  in  about  all  areas  except  defense. 

The  President  also  directed  attention  to  the  need  for 
encouraging  capital  formation  to  meet  our  long-term  goals  of  full 
employment  and  non-inflationary  growth.  Business  investment  in 
plant  in  relationship  to  our  gross  national  product  must  increase 
and  the  growth  of  Federal  spending  must  slow  down  so  that  the 
claims  of  the  Federal  Government  on  our  economic  resources  will 
not  prevent  an  adequate  flow  of  savings  into  the  private  sector. 

The  Chairman  of  the  Federal  Reserve  Board  in  recent  testimony 
on  the  budget  before  the  House  Appropriations  Committee  warned 
that  a  large  Federal  deficit  could  "rekindle  inflation  and  snuff 
out"  the  economic  recovery.  The  Chairman  of  the  Council  of 
Economic  Advisers,  in  his  recent  testimony  before  the  House 
Senate  Joint  Committee,  concurred. 
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On  the  other  hand  recent  testimony  by  outside  economists 
before  the  House  and  Senate  Budget  Committees,  as  well  as  the 
views  expressed  by  many  members  of  the  Congress,  indicate  that 
the  Administration's  budget  is  not  sufficiently  stimulative  to 
maintain  a  continuation  of  the  favorable  economic  trends  now 
appearing  in  the  economy.  In  their  judgment  this  will  require  a 
larger  deficit  than  that  proposed  by  the  President.  Otherwise 
there  will  be  no  further  improvement  in  the  unemployment  rate  and 
and  economic  growth  will  be  lower  than  that  projected  by  the 
Administration  for  1977. 

Extensive  hearings  by  the  Committee  in  connection  with  the  Public 
Works  Employment  Act  of  1976  raises  serious  doubt  regarding  the 
economic  projections  underlying  the  President's  Budget 
recommendations.  Even  the  most  optimistic  forecasters  predict 
that  unemployment  will  remain  over  7.0  percent  for  1977,  and  the 
outlook  is  much  bleaker  in  the  construction  industry.  States  and 
local  governments  are  continuing  to  cut  back  capital  spending  for 
public  facilities  and  there  is  little  indication  of  any  major 
surge  in  private  sector  construction  through  1977.  Also,  there 
is  ample  justification  for  stimulating  public  facility 
construction  and  Federal  economic  development  activities  in  1977. 

This  conclusion  is  justified  by  recent  economic  analysis  which 
shows  that  the  Administration's  FY  77  fiscal  policy  is  needlessly 
restrictive.  The  Federal  Reserve  Bank  of  St.  Louis,  for 
instance,  concluded  that  the  Administration's  proposed  budget, 
as  measured  on  a  "full  employment"  basis,  will  move  sharply  from 
stimulus  to  restraint.  As  a  result  of  this  new  analysis,  we  feel 
there  is  growing  agreement  among  economists  that  real  economic 
growth  should  be  greater  than  the  6.2  percent  projected  in  this 
year's  Economic  Report  of  the  President  to  have  any  significant 
impact  on  unemployment. 


B.   IMPACT  ON  COMMITTEE  PROGRAMS 

A  review  of  the  President's  budget  recommendations  for  1977 
discloses  that  a  number  of  the  programs  assigned  to  the  Public 
Works  and  Transportation  Committee  would  be  adversely  affected 
and,  in  some  instances  would  conflict  with  legislative  intent,  if 
the  President's  recommendations  were  to  be  adopted. 

Surface  Transportation  -  The  President's  Budget  recom- 
mendations for  programs  of  the  Federal  Highway  Administration, 
the  National  Highway  Traffic  Safety  Administration  and  Federal 
domain  road  programs  of  other  Federal  agencies  vary  considerably 
from  those  in  the  House-passed  version  of  the  Federal-Aid  Highway 
Act  of  1976.  Committee  recommendations  for  these  programs  will 
have  to  be  revised  for  necessary  changes  and  resubmitted  to  the 
Budget  Committee  to  reflect  the  final  version  of  the  legislation 
presently  being  deliberated  in  Conference  with  the  Senate  which 
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could  Impact  recommendations  for  both  the  transition  quarter  and 
Fiscal  Year  1977. 

In  1975  about  92%  of  the  urban  mass  transit  formula  grants  were 
used  for  operating  subsidies.  The  President  recommends  that  a 
limitation  of  50%  be  placed  on  the  amount  of  grant  funds  that 
could  be  used  for  operating  subsidies.  Should  this  proposed 
limitation  not  be  accepted  by  the  Congress  the  President's  budget 
would  underestimate  the  funds  required  in  1977  for  capital 
assistance. 

Water  Resources  -  The  Administration's  budget  request  for  the 
water  resources  program  of  the  Corps  of  Engineers  would  severely 
weaken  the  traditional  Federal  role  in  this  critical  area. 
Planning  of  new  projects  has  been  cut  to  a  bare  minimum.  There 
are  no  new  construction  starts.  And  funding  of  projects 
presently  under  construction  as  well  as  the  maintenance  of 
existing  projects  have  been  substantially  under  financed.  The 
Administration  followed  a  similar  budget  policy  for  the  small 
watershed  programs  in  the  Department  of  Agriculture  and  for  the 
non-power  programs  of  the  TVA. 

The  viability  of  our  water  resources  development  program  must 
be  maintained  or  this  Nation  will  face  serious  water  supply 
shortages  in  the  future  unless  steps  are  not  soon  taken  to  plan 
and  construct  needed  measures.  This  cannot  be  achieved  at  the 
funding  levels  recommended  by  the  Administration. 

Although  at  least  22  states  are  expected  to  be  out  of  funds 
by  the  end  of  Fy  1977  no  additonal  budget  authority  is  provided 
the  Environmental  Protection  Agency  for  funding  construction 
waste  treatment  plants  and  no  provision  is  made  for  reimbursing 
municipalities  for  plants  constructed  between  1966  and  1972. 
Programs  for  area-wide  management  treatment  processes  and  for 
grants  to  state  water  pollution  control  agencies  are  under- 
financed. Notwithstanding  the  dangerous  health  effects  of  toxic 
effluents,  the  development  and  enforcement  of  standards  has  not 
yet  been  implemented  nor  have  funds  been  earmarked  for  this 
purpose.  Although  there  is  a  strong  Congressional  interest  in 
training  grants  and  scholarships,  these  programs  are  being  phased 
out. 

Aviation  -  The  President  recommended  that  the  operation  and 
and  maintenance  of  Airway  System  be  funded  in  the  amount  of  $476 
million  out  of  receipts  of  the  airport  and  airway  trust  fund. 
This  is  in  conflict  with  H.R.  9771  passed  by  the  House  on 
December  18,  1975,  which  set  a  limit  of  $75  million  for  1977  and 
restricted  the  use  of  these  funds  to  financing  the  costs  of 
services  provided  under  certain  international  agreements  and  a 
portion  of  the  direct  costs  and  admininistrative  expenses  of 
servicing  airway  facilities. 
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Economic  Development  -  The  Committee  feels  that  President's 
recommended  budget  for  the  Economic  Development  Administration 
would  seriously  impede  growth  and  development  of  the  EDA  programs 
and  would  stifle  economic  recovery  in  a  sizable  portion  of  the 
country.  The  President's  budget  recommends  more  than  a  one- third 
reduction  in  funding  over  the  1976  appropriation  level  and  all 
EDA  programs  would  be  adversely  effected. 

The  Committee  feels  that  EDA  has  proven  its  capability  and  has 
the  variety  of  tools  necessary  to  bring  about  economic 
development  in  the  designated  EDA  areas. 

Federal  and  other  public  expenditures  should  be  focused 
dramatically  upon  the  strengthening  of  existing  communities.  The 
need  for  new  jobs  is  shifting  rapidly  into  the  urban  centers 
where  the  manufacturing  jobs  have  moved  away  leaving  an  immobile, 
poor  population  behind  (at  an  enormous  welfare  cost) .  The  cost 
of  the  other  regional  development  programs  is  almost 
insignificant  in  comparison  —  well  below  levels  where  really 
significant  regional  impact  can  be  expected.  We  should,  at  a 
minimum,  give  them  a  better  chance  to  work.  The  EDA  program  is 
designed  to  assist  areas  of  the  country  which  are  lagging 
economically  behind  the  rest  of  the  Nation.  It  is  an  effective 
job-producing  program.  Thus,  the  Committee  feels  that 
particularly  in  the  present  economic  climate  the  EDA  program 
should  be  expanded  rather  than  decreased. 

Public  Buildings  and  Grounds  -  There  is  currently  over  a  one 
billion  dollar  backlog  of  direct  federal  construction  pending 
before  the  Congress  or  to  be  submitted  by  the  Administration 
shortly.  Only  five  requests  amounting  to  $28  million  are 
recommended  by  the  Administration  which  would  make  only  a  small 
reduction  in  this  backlog  in  the  face  of  a  serious  national 
unemployment  problem  that  is  particularly  acute  in  the 
construction  industry. 

Personnel  Levels  -  The  President's  budget  in  a  number  of 
functional  areas  particularly  those  involving  regulatory 
activities  appear  to  be  too  restrictive  to  permit  the  prompt 
promulgation  of  regulations,  the  processing  of  cases,  and  the 
issuance  of  permits.  Failure  to  provide  sufficient  personnel  to 
administer  a  regulatory  function  adveresly  affects  the  private 
sector  of  the  economy  in  its  planning  and  operations.  Also 
failure  to  provide  sufficient  personnel  results  in  an  ineffective 
Administration  of  the  laws  enacted  by  the  Congress. 
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2.  SUMMARY  OF  PROPOSED  LEGISLATIVE  PROGRAMS 
A.  PROPOSED  IN  THE  PRESIDENT'S  BUDGET 

IN  MILLIONS 

Budget 
Authority  Outlays 

1.  Water  Resources 

A.  Federal  Water  Pollution  Control  Act 

a)  Construction  Grants  —  — 

b)  Enforcement  21  21 

c)  Abatement  and  Control  99  3 

d)  To  formulate  a  multi-year 
program  appropriations 

beginning  in  1978  (a)  (a) 

B  Corps  of  Engineers  -  Civil  Functions 

Flood  Control  Miss.  River  &  Tribs.     144  144 

Construction  General  254  251 

C.  Water  Transportation 

User  Charges.  Estimated  revenues 

for  1980  ($80  million)  —  — 

2.  Air  Transportation 

A.  Airport  and  Airway  Development  Act     600  575 

B.  National  Transportation  Safety  Board    17  17 
(Pending) 

3.  Surface  Transportation 

A.  Highway  and  Safety  Legislation         74  57 
(Pending) 

B.  Highway  Beautif ication  32  (a) 
(Pending) 

C.  Mass  Transit  -  Limit  use  of  Formula 
Grants  for  Operating  Subsidies 

D.  Hazardous  Materials  -  Materials 

Handling  —  (a) 

(Split  Jurisdiction)  ($2,987)  7  (a) 

E.  Legislation  Reforming  Regulation 

of  Airlines  and  Trucking  (a)  (a) 

4.  Economic  Development: 

A.  Extend  program  beyond  9/30/76         209  19 

B.  Office  of  Minority  Buisiness  Enterprise: 
Administration  Development 

(Split  Jurisdiction)  3  3 

(a)  Not  available 
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B.   COMMITTEE  LIST  OF  CONGRESSIONAL  INITIATIVES 

IN  MILLIONS 

Budget 
Authority 


Outlays 


1.  Water  Resources 

A.  Basin  Authorizations 


550 


548 


2.   Surface  Transportation 

A.  Sec.  123:  Highways  Crossing 

Federal  Projects 

B.  Sec.  130:  Acceleration  of 

Projects 

C.  Sec.  132:   Ride  Sharing 

Projects 

D.  Sec.  137:  Traffic  Control 

Signalization 

E.  Sec.  203:  Rail-Highway 

Crossings 

2.  Air  Transportation 

A.  Aircraft  Noise  Abatement 

B.  International  Security  Charges 

4.   Community  and  Regional  Development 

A.  Business  Develpment  (Title  II) 

B.  Urban  Economics  (Title  IV) 

C.  Economic  Opportunities  Programs 
(Title  X) 

D.  Economic  Adjustments  for 
Deteriorating  Areas  (Title  IX) 


100 
25 
25 
75 
75 


125 
100 

500 

25 


50 
10 
10 
12 
15 


10 
3 


45 

80 

200 
20 
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4.  Detail  of  Committee  Views  and  Recommendations 


A-I.  PRESIDENT'S  BUDGET  REQUESTS  POR  EXISTING  PROGRAMS 
WHICH  REQUIRE  RE-ENACTMENT  OR  MODIFICATION  OF  AUTHORIZING  LEGISLATION  FOR 

FY  1977 


NATURAL  RESOURCES,  ENVIRONMENT.  AND  ENERGY  (300) 
CONSERVATION  AND  LAND  MANAGEMENT  (302) 

($  Millions) 


Major  Issue  or 
Program 


Budget 

Request 


3  A 


Committee 
Recommendation 

BA       0 
(Diff, 


)   (Diff.) 


Comment 


Department  of 
Agriculture 


Forest  Roads  and 

Trails 


200.0   170.1    340.0    263.0 
(+140.0)    (+92.9) 


The  President 's  Budget  recommendation  for  the  above  program  varies  considerably 
from  that  in  the  House  passed  version  of  the  Federal-Aid  Highway  Act  of  1976. 
The  Committee  will  have  to  reassess  its  recommendations  to  reflect  the  final  version 
of  the  legislation  as  it  comes  out  of  Conference  with  the  Senate. 


NATURAL  RESOURCES 


POLLUTION  CONTROL  AND  ABATEMENT  (304) 


($  Millions) 


Major  Issue  or 

Program 


Budget 
Request 


EA 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


Comment 


Environmental 
Protection  Agency 


Enforcement 
20-00-0106-0-1 


21.2   21.0 


145.0     52.0 
(+123.8)   (+31.0) 


Increase  would  provide 
for  the  issuance  and 
monitoring  of  effluent 
permits. 


464 


NATURAL  RESOURCES,  ENVIRONMENT.  AND  ENERGY  (300)  (Con't.) 
POLLUTION  CONTROL  55  ABATEMENT  (304)  (Con't.) 
Environmental  Protection  Agency  (Con't.) 


The  Committee's  recommendation  represents  the  amount  of  funds  to  be  earmarked  for 
enforcement  from  the  authorization  for  EPA's  administrative  activities  contained  in 
section  517  of  the  Act.  Thousands  of  effluent  permits  have  been  issued  to  municipal 
and  industrial  dischargers  containing  compliance  schedules  that  are  geared  to  the 
achievement  of  the  1977  effluent  requirements  of  the  Act.  If  the  permits  are  to 
result  in  improved  water  quality,  it  is  vital  that  they  be  carefully  monitored  and 
enforced.  EPA's  resources  in  this  area  for  FY  1977  are  inadequate  for  this  task. 


($  Millions) 

Budget 

Committee 

Request 

Recommendation 

Major  Issue  or 

BA       0 

Program 

BA     0 

(Diff.)   (Diff.) 

Comment 

Construction  Grants 

20-00-0103-01-1 

—   3,470.0 

2,550.0  3,695.0 

Provides  sufficient 

(+2,550.0)  (+225.0) 

funds  to  maintain  the 
construction  grant 
program  for  municipal 
waste  treatment  works 
and  to  fully  fund  all 
eligible  reimbursement 
projects. 

This  authority  would  be  distributed  among  the  following  programs: 
($  Millions) 


Major  Issue  or 
Program 

Budget 
Request 

BA     0 

Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 

Section  206(a)  - 
Reimbursement 
grants,  1966-1972 

0    100.0 

1,050.0   250.0 
(+1,050.0) (+150.0) 

Section  207  - 

Construction 

grants 

0   3,370.0 

1,500.0 

3445.0 

Comment 


10 
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NATURAL  RESOURCES,  ENVIRONMENT ,  AND  ENERGY  (300)  (Con't.) 
POLLUTION  CONTROL  AND  ABATEMENT  (304)  (Con't.) 
Environmental  Protection  Agency  (Con't,) 

The  President's  budget  recommends  no  new  budget  authority  for  the  construction  of 
muncipal  waste  treatment  works  on  the  premise  that  prevously  impounded  and  presently 
unobligated  funds  will  be  sufficient  to  support  this  program  through  FY  1977. 
However,  EPA  estimates  show  that  at  least  22  States  will  run  out  of  funds  before  the 
end  of  FY  1977.  In  addition,  assurances  of  future  Federal  funding  are  necessary  to 
maintain  continuity  in  the  efforts  by  the  States  and  municipalities  to  prepare  grant 
applications  and  to  raise  local  monies.  The  Committee  will  either  provide  an 
authorization  of  $7,000,000,000  for  the  construction  grant  program  for  FY  1977,  or  an 
additional  authorization  will  be  provided  for  FY  1978  and  1979  with  the  provision 
that  a  portion  of  this  money  will  be  available  for  FY  1977.  The  Committee  recommends 
that  $1,500,000,000  of  this  authorization  be  available  for  obligation  in  FY  1977.  It 
is  estimated  that  the  obligation  of  the  $1,500,000,000  would  result  in  only 
$75,000,000  in  outlays  in  FY  1977.  H.R.  5247  included  an  authorization  of 
$1,400,000,000  for  the  construction  grant  program.  This  provision  may  be 
resurrected. 


The  President's  budget  contains  no  budget  authority  for 
authorized  by  Sections  206(a)  of  the  Act.  The  Section  206 ( 
for  projects  on  which  construction  was  initiated  between 
eligible  projects  have  been  reimbursed  approximately  2/3 
Also,  because  of  inequities  resulting  from  EPA's  delay  in 
legislation  is  currently  pending  which  clarifies  the 
additional  projects.  The  Committee's  recommended  level  of 
sufficient  to  fully  reimburse  all  eligible  projects. 


the  reimbursement  programs 
a)  program  provides  grants 
1966  and  1972.  Thus  far, 
of  their  grant  amount, 
implementing  this  program, 
eligibility  of  certain 
budget  authority  would  be 


($  Millions) 


Major  Issue  or 
Program 


President 's 
Request 

BA     0 


Committee 
Recommendation 

BA       0 
(Diff.)      (Diff.) 


Comment 


Abatement  and 

Control 

20-00-0108-0-1 


99.9    143.4     640.0        245.8      The  Administration  has 

(+540.1)     (+102.4)     significantly  under-funded 
pollution  control 
program.  The  recommeded 
increases  are 
essential  to  progress 
in  this  area 


11 
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NATURAL  RESOURCES,  ENVIRONMENT,  AND  ENERGY  (300)  (Con't.) 
POLLUTION  CONTROL  AND  ABATEMENT  (304)  (Con't.) 
Environmental  Protection  Agency  (Con't.) 


The  authority  recommended  by  the  Committee  would  be  used  to  maintain  the  following 
program  levels: 

$  Millions 
President's     Committee 
Request     Recommendation 


Program            BA 

0 

BA 

0 

Section  104(g)(1)  - 
Pilot  Training     0.8 

0.9 

7.5 
(+6.7) 

3.1 
(+2.2) 

Section  104(g)(2)  - 

Manpower 

Forecasting       0.4 

0.4 

2.5 
(+2.1) 

1.5 
(+1.1) 

Section  106  - 
Grants  to  States 
Pollution  Control 
Agencies 


40.0   47.0 


100.0    75.0 
(+60.0)  (+28.0) 


Section  112  - 
Training  Grants 


0.3 


25.0 
(+25.0) 


4.0 
(+3.7) 


Section  208  - 
Areawide  Waste 
Treatment 
Management 
process 


15.0   45.0 


150.0 
(+135.0) 


60.0 
(+15.0) 


Section  314  - 
Clean  Lakes 


9.0 


150.0 
(+150.0) 


19.0 
(+10.0) 


Section  517  - 

General 

Administration 


43.7   40.8 


205 
(+161.3) 


83.2 
(+42.4) 


The  Administration  has  consistently  failed  to  allocate  sufficient  resources  to  the 
programs  authorized  by  the  Federal  Water  Pollution  Control  Act  and  in  some  instances, 
attempting  to  eliminate  vital  programs.  Programs  of  particular  importance  are: 


12 
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NATURAL  RESOURCES,  ENVIRONMENT,  AND  ENERGY  (300)  (Con't.) 
POLLUTION  CONTROL  AND  ABATEMENT  (304)  (Con't.) 
Environmental  Protection  Agency  (Con't.) 

Training  grants  and  scholarships  (Section  109-112) :  The  Administration  has  requested 
no  budget  authority  for  this  program  although  it  is  an  important  factor  in 
safeguarding  the  investment  of  Federal  funds  in  the  abatement  of  pollution  control, 
and  Congress  has  shown  its  continued  interest  in  maintaining  the  programs  by 
authorizing  and  appropriating  funds. 

Grants  to  state  water  pollution  control  agencies  (Section  106) :  the  Administration 
has  consistently  underfunded  this  program  despite  evidence  from  both  the  states  and 
EPA  that  it  is  a  vital  component  of  the  water  pollution  control  program.  In  the 
past,  however,  Congress  has  recognized  the  significance  of  this  program  by 
appropriating  more  funds  than  were  requested  by  the  President.  The  President  has 
requested  only  $40  million  for  this  program.  The  states  have  testified  that  a 
minimum  of  $100  million  is  required. 

Areawide  waste  treatment  management  processes  (Section  208) :  The  President's  budget 
provides  only  $15  million  for  this  program.  However,  it  is  estimated  that  125  areas 
remain  to  be  designated  and  funded.  Many  of  these  areas  were  unable  to  qualify  for 
monies  authorized  in  FY  1973  and  1974  becuse  EPA  delayed  in  promulgating  the 
necessary  implementing  regulations.  Also  under  a  recent  court  decision,  states  will 
be  required  to  conduct  208  planning  in  "non-designated"  areas  within  their 
boundaries.  The  cost  of  funding  these  additional  125  areas  plus  the  state  non- 
designated  activity  could  total  over  $400  million.  Furthermore,  the  President's 
budget  does  not  provide  funds  for  program  evalution  and  guidance  activities  by  EPA. 
At  least  $5  million  should  be  provided  for  this  purpose. 

Program  administration  (Section  517)  :  the  water  pollution  control  program  has 
suffered  from  inadequate  staffing  and  program  support  in  all  program  areas — including 
the  construction  grant  program,  the  establishment  of  water  quality  standards,  and  the 
issuance  and  maintenance  of  the  effluent  National  Permit  Discharge  Elimination 
System—all  of  which  involve  the  investment  of  billions  of  dollars  by  all  levels  of 
government  and  the  private  sector.  In  addition,  the  critical  program  for  the 
development  and  enforcement  of  toxic  effluent  standards  has  not  yet  been  implemented. 
Because  of  the  dangerous  health  effects  of  toxic  substances,  a  minimum  of  $15  million 
should  be  earmarked  for  the  immediate  implementation  of  the  toxic  control  program 
authorized  by  Section  304. 
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COMMERCE  AND  TRANSPORTATION  (400) 
GROUND  TRANSPORTATION  (404) 


468 


($  Millions) 


Major  Issue  or 
Program 

Department  of 
Transportation 

Federal  Highway 
Administration 


Budget 
Request 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


Comment 


6582.8  7030.0    8001.6  7225.5 

(+1418.8)  (+195.5) 


The  President's  budget  recommendations  for  programs  of  the  Federal  Highway 
Aministration  vary  considerably  from  those  in  the  House-passed  version  of  the 
Federal-Aid  Highway  Act  of  1976.  The  above  recommendations  will  have  to  be  revised 
for  necessary  changes  to  reflect  the  final  version  of  the  legislation  presently  being 
deliberated  in  Conference  with  the  Senate. 


($  Millions) 


Major  Issue  or 
Program 

Department  of 
Transportation 

National  Highway 
Traffic  Safety 
Administration 


Budget 
Request 


BA 


177.1   170.3 


Committee 
Recommendation 


BA 
(Diff.) 


282.7 
(+105.6) 


0 
(Diff.) 


207.1 
(+36.8) 


Comment 


The  Committee  recommends  no  changes  in  the  President's  Budget  for  activities  under 
the  National  Traffic  and  Motor  Vehicle  Safety  Act  and  the  Motor  Vehicle  Information 
and  Cost  Savings  Act.  However,  the  President's  budget  recommendation  for  activities 
under  the  Highway  Safety  Act  vary  considerably  from  those  contained  in  the  House- 
passed  version  of  the  Federal-Aid  Highway  Act  of  1976.  The  Committee  will  have  to 
reassess  its  recommendation  with  respect  to  this  program  to  reflect  the  final  version 
of  the  legislation  presently  being  deliberated  in  Conference  with  the  Senate. 


14 


469 


COMMERCE  AND  TRANSPORTATION  (400)  (Con't.) 
GROUND  TRANSPORTATION  (404)  (Con't.) 


($  Millions) 


Major  Issue  or 
Program 

Department  of 
Interior 

Development  of  Public 
Lands  through 
Construction  of 
Roads  and  Trails     0 


Budget 
Request 

BA     0 


Committee 
Recommendation 


BA 
(Diff.) 


0 
(Diff.) 


5.0     10.0     10.0 
(+10.0)    (+5.0) 


Comment 


Indian  Reservation 
Roads 


27.2 


68.0 


83.0    110.0 
(+55.8)   (+42.0) 


Road  Construction 
(National  Park 
Service) 


22.9 


75.0 
(+75.0) 


48.0 
(+25.1) 


The  President's  Budget  recommendations  for  the  above  programs  vary  considerably  from 
those  in  the  House-passed  version  of  the  Federal-Aid  Highway  Act  of   1976.   The 

Committee  will  have  to  reassess  its  recommendations  to  reflect  the  final  version  of 
the  legislation  as  it  comes  out  of  Conference  with  the  Senate. 
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COMMERCE  AND  TRANSPORTATION 
AIR  TRANSPORTATION  (405) 


(400) 


($  Millions) 


Major  Issue  or 
Program 

Department  of 
Transportation 

Federal  Aviation 
Administration 
Operations  (Airport 
and  Airway  Trust 
Fund) 
21-20-8104-2-7* 


President's 
Request 

BA     0 


Committee 
Recommendation 

BA       0 
(Diff.)      (Diff.) 


476.4  476.4 


75.0      75.0 
-401.4)   (-401.4) 


Comment 


Recommendation  is  in 
line  with  H.R.  9771,  as 
passed  by  the  House  on 
Dec.  18,  1975,  which- 
authorizes  no.  more  than 
$75  Million  to  be 
appropriated  from  the 
trust  fund  foirthe  direct 
costs  and  administrative 
expenses  of  servicing 
airway  facilities,  and  the 
costs  of  services  provided 
under  certain 
international  agreements. 


The  1970  Act  authorized  the  obligation  of  trust  funds  for  the  maintenance  and  of 
airway  facilities.  After  abase  of  this  authorization,  Public  Law  92-174  was  enacted 
to  repeal  this  authority.  The  provision  in  H.R.  9771  represents  a  partial  return  to 
the  principle  established  in  the  1970  Act,  but  contains  adequate  safeguards  to 
prevent  recurrence  of  abuses. 


($  Millions) 


Major  Issue  or 

Program 

Grants-in-Aid  for 

Airports 

21-20-8106-0-7 


President's 
Request 

BA     0 


350.0*  355.0 


Committee 
Re  c o mm end a  t  i on 


BA 
iDlffii 


490.0 
(+140.0) 


(Diff.) 


355.0 
(0) 


Comment 


Increase  required  to 
meet  the  growing  needs 
of  the  airport  airway 
system  and  to  offset 
inflation  costs  in  the 
construction  industry. 


♦Includes  $15M  for  planning  grant  program. 
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COMMERCE  AND  TRANSPORTATION  (400)  (Con't.) 
AIR  TRANSPORTATION  (405)  (Con't.) 
Department  of  Transportation  (Con't.) 

The  Committee  disagrees  with  the  President's  Budget  of  $350  million,  which  includes 
money  for  the  planning  grant  program.  The  Department  of  Transportation,  based  on 
information  contained  in  the  present  National  Airport  System  Plan  conservatively 
estimates  that  airport  development  needs  for  fiscal  years  1976-1980  are  $6.4  billion. 
The  Committee's  view,  as  reflected  in  H.R.  9771,  as  passed  by  the  House  on  Dec.  18, 
1975,  recognizes  the  needs  to  be  great,  but  tempers  this  recognition  with  awareness 
of  the  need  for  realistic  budgetary  constraint.  Considering  inflationary  impacts  the 
President's  Budget  calls  for  decreased  construction;  the  Committee's  recommendation 
will  allow  for  a  modest  increase  in  construction. 

($  Millions) 


Major  Issue  or 
Program 


President's 
Request 

BA     0 


Committee 
Recommendation 

BA       0 
(Diff.)     (Diff.) 


Comment 


Facilities  and 

Equipment 

21-20-8107-0-7 


227.0  226.0      250.0       226.0     Basic  statute  and  H.R. 
(+23.0)      (0)       9771,  as  passed  by  the 
House  on  Dec.  18,  1975, 
authorizes  the  Secretary 
to  obligate  not  less 
than  $250M  for  the  years 
1971-1975  (1970  Act)  and 

1976-1978  (H.R.  9771) 


COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450) 
AREA  AND  REGIONAL  DEVELOPMENT  (452) 


($  Millions) 


Major  Issue  or 
Program 

Department  of 

Commerce 

Economic  Development 
Administration 


President's 
Request 

BA     0 


Committee 
Recommendation 

BA       0_ 
(Diff.)      (Diff.) 


Comment 


Economic  Development 

Assistance 

Programs 

06-10-2050-0-1  2/  3/  209.0 


19.0   636.0 
(+427.0) 


441.0 
(+422.0) 


Full  funding  of  planned 
authorized  levels  for  EDA 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450)  (Con't.) 
AREA  AND  REGIONAL  DEVELOPMENT  (425)  (Con't.) 
Department  of  Commerce  (Con'tT) 


2/ 

Split  jurisdiction: 

Public  Works  and  Transportation  Committee 
Ways  and  Means  Committee 

2/ 

Remainder  of  account  not  requiring 
re-authorization  in  category  V 


Title  I 

The  Committee  recommends  funding  for  Title  I  of  EDA  up  to  the  full  level  of 
authorization  of  $250  million.  The  demand  and  need  for  EDA  public  works  programs  for 
long-term  economic  development  in  depressed  communities  continue  to  grow.  These 
funds  provide  grants  and  loans  for  the  construction  or  expansion  of  public  works 
projects  which  offer  substantial  employment  potential  and  improve  the  capacity  for 
the  construction  or  expansion  of  public  works  projects  which  offer  substantial 
employment  potential  and  improve  the  capacity  for  economic  growth  by  the  by  the 
development  of  structures  conducive  to  the  location  of  industrial  and  commercial 
enterprises.  At  the  present  time  there  are  nearly  1800  counties  eligible  for  this 
program  with  a  minimum  estimate  of  four  communities  in  each  of  these  counties.  There 
are  over  7200  EDA  applicants  each  year.  The  current  funding  level  make  it  possible 
to  fund  an  average  of  350  projects  per  year.  During  the  present  fiscal  year  alone, 
EDA  received  more  than  1,000  proposals  for  over  a  billion  dollars.  The  fully 
authorized  funding  of  public  works  projects  could  enable  EDA  to  reach  more  of  these 
needy  communities.  In  the  present  economic  climate  it  is  particularly  critical  that 
this  assistance  be  available  to  chronically  depressed  areas. 

Title  III  —  Planning  technical  Assistance 

The  Committee  recommends  that  the  program  level  for  Title  III  be  at  the  same  level  as 
the  current  authorization.  Section  302  which  authorizes  80%  planning  grants  to 
States,  cities,  and  sub-State  planning  and  development  organizations  is  needed  to 
continue  economic  development  planning  and  to  continue  systematic  efforts  to  reduce 
unemployment  and  increase  incomes.  Economic  development  planning  is  a  continuous 
process  of  defining  and  implementing  development  goals  through  the  involvement  of 
public  officials  and  private  citizens.  The  Economic  Development  Districts  have 
demonstrated  their  effectiveness  and  the  increased  program  level  recommended  would 
permit  designation  of  70  new  districts  in  Fiscal  1977.  State  planning  is  also  just 
getting  underway. 

Section  304  is  a  new  program  of  grants  to  States  to  fund  or  supplement  projects 
eligible  under  Titles  I,  II,  and  IV  of  the  Act.  These  funds  must  be  matched  on  a 
25/75%  basis  by  the  State.  Authority  is  further  granted  for  Governors  to  provide 
"first  dollar"  money  on  projects  if  EDA  has  no  funds  available  for  such  projects  and 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450)  (Con't.) 
AREA  AND  REGIONAL  DEVELOPMENT  (425)  (Con't.) 
Department  of  Commerce  (Con'tT) 

if  the  project  has  EDA  approval  as  meeting  its  project  criteria.  The  first  funds 
were  allocated  to  States  in  Fiscal  1976. 

This  program  is  needed  to  establish  or  augment  a  comprehensive  economic  development 
planning  process  as  part  of  an  overall  State  planning  process  establishing  overall 
State  goals.  The  grant  program  gives  States  greater  flexibility  in  carrying  out 
their  economic  development  objectives.  The  Committee  recommends  that  the  program 
leve;  for  Sec.  304  be  increased  to  the  current  level  of  authorization  ($75  million) 
to  permit  States  to  fully  support  the  State  Economic  Development  plans  that  are  now 
being  formulated. 

All  remaining  recommendation  relating  to  other  titles  of  the  Act  are  covered  under 
New  Legislative  Initiatives  of  Congress  for  FY  1977. 
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474 


B-II.  PRESIDENT'S  BUDGET  REQUESTS 
FOR  NEW  AND  EXPANDED  PROGRAMS  WHICH  WOULD  REQUIRE  AUTHORIZING  LEGISLATION  FOR 

FY  1977 


($  Mil  Ions) 


President's  Committee 

Request  Recommendation 

Major  Issue  or  BA       0 

Program BA     0^      (Diff.)      (Diff .)     Comment 


None 


The  President's  Budget  does  not  propose  any  new  or  expanded  program  increase  for 
agencies  under  this  Committee's  jurisdiction  that  would  require  authorization. 
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C-III.  PRESIDENT'S  BUDGET  REQUESTS  FOR 

REDUCTIONS  IN  EXISTING  PROGRAMS  WHICH  WOULD  REQUIRE  AMENDMENT  OF  AUTHORIZING 

LEGISLATION  FOR  FY  1977 


COMMERCE  AND  TRANSPORTATION  (400) 
AIR  TRANSPORTATION  (405) 


($  Millions) 


Legislative 
Proposal 


President's 
Request 

BA     0 


Committee 
Recommendation 


BA 
(Diff.) 


(Diff.) 


Comment 


Department  of 
Transportation 


Federal  Aviation 
Administration 

Operations 
21-20-1301-2-1 


■478.0  -478.0    403.0        403.0    Recommendation  rejects 
(+881.0)     (+881.0)   President's  proposal  to 
fund  the  costs  of 
operating  the  Nations 's 
airway  system  out  of 
receipts  of  the  Airport 

and  Airway  Trust  Fund. 
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D-IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FY  1977 


COMMERCE  AND  TRANSPORTATION  (400) 
GROUND  TRANSPORTATION  (404) 


($  Millions) 


Identify  Initiative      Budget  Authority   Outlays 
Department  of  Transportation 
H.R.  8235 


Sec.  123:  Highways  Crossing 
Federal  Projects 

Sec.  130:  Acceleration  of 


100.0 


50.0 


Projects 

25.0 

10.0 

Sec.  132:  Ride  Sharing 
Programs 

20.0 

20.0 

Sec.  137:  Traffic  Control 
Signalization 

75.0 

12.0 

Sec.  203(c):   Rail-Highway 
Crossings 

75.0 

15.0 

Comment 


Committee  recommendations  on  legislative  initiatives  included  in  the  House  version  of 
the  Federal-Aid  Highway  Act  of  1976  may  have  to  be  revised  for  necessary  changes  to 
reflect  the  final  version  of  the  Act  presently  being  deliberated  in  Conference  with 
the  Senate. 


COMMERCE  AND  TRANSPORTATION  (400) 
AIR  TRANSPORTATION  (405) 


($  Millions) 


Identify  Initiative     Budget  Authority   Outlays 
Department  of  Transportation 
Federal  Aviation  Administration 


Aircraft  Noise  Abatement 
Program 


50.0 


10.0 


Comment 


If  enacted,  program  would 
authorize  funds  to  initiate 
an  aircraft  noise  abate- 
ment program  designed  to 
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COMMERCE  AND  TRANSPORTATION  (400)  (Con't.) 
AIR  TRANSPORTATION  (405)  (Con't.) 
Department  of  Transportation  (Con't.) 


provide  relief  to  residents 
of  areas  surrounding  those 
air  carrier  airports  which 
are  heavily  impacted  by  air- 
craft noise. 


If  enacted,  this  program  would  implement  the  Congressional  mandate  in  the  Noise 
Control  Act  of  1972  to  provide  "present  and  future  relief  and  protection  to  the 
public  health  and  welfare  from  aircraft  noise."  Such  a  program  if  adopted,  could  be 
designed  to  define  and  clarify  the  respective  Federal,  State  and  local  roles  in  the 
abatement  of  aircraft  noise  as  a  means  of  assuring  the  viability  or  our  air  trans- 
portation system,  while,  at  the  same  time,  facilitating  establishment  of  airport 
noise  exposure  standards  to  be  met  by  a  future  date  certain,  encouraging  the  creation 
of  local  land-use  agencies  for  multi-jurisdiction  areas  surrounding  air  carrier 
airports  which  are  heavily  impacted  by  aircraft  noise,  and  providing  for  the  phased 
reduction  of  aircraft  source  noise.  Some  Members  of  the  Committee  are  undecided  as 
to  the  merit  of  enacting  legislation  in  this  area  and  are  undecided  as  to  the 
specific  provisions  and/or  remedies  which  might  be  included  in  any  proposed 
legislation.  Considerable  opposition  has  been  expressed  to  the  SAM  retrofit  of 
certain  older  aircraft  which  would  entail  outlays  of  perhaps  over  a  billion  dollars 
over  a  four  to  six  year  period.  Outlays  for  FY  1977  would  be  limited  to  start-up 
costs. 


Identify  Initiative     Budget  Authority  Outlays 


International  Security 
Charges 


3.0 


3.0 


Comment 


H.R.  9771,  as  passed  by  the  House  on  December  18,  1976,  authorizes  appropriations 
from  the  Trust  Fund  not  to  exceed  $3  million  for  Fiscal  Years  1976,  1977  and  1978  for 
reimbursed  security  charges  for  expenses  incurred  by  U.S.  air  carriers  in  conducting 
pref light  screening  of  international  passengers  as  required  by  P.L.   93-366. 
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COMUNITY  AND  REGIONAL  DEVELOPMENT  (450) 
AREA  AND  REGIONAL  DEVELOPMENT  (452) 


($  Millions) 


Identify   Initiative   Budget  Authority   Outlays    Comment 

Department  of  Commerce 


Economic  Development 
Administration 

(a)  Title  II  (Business 

Development  Loans)  125.0         45.0 


The  $200  million  in  budget  authority  for  Title  II  is  broken  down  into  two  components: 
$75  million  currently  authorized  and  $125  million  proposed  in  H.R.  5247,  the  •  Public 
Works  Jobs  bill  vetoed  by  the  President  and  sustained  by  the  Senate.  The  Committee 
intends  to  extend  the  current  authorization  of  $75  million  for  Title  II  loans  as  well 
as  reintroduce  the  new  authority  contained  in  H.R.  5247.  This  new  authority  will 
also  authorize  the  Secretary  to  pay  to  or  on  behalf  of  a  private  borrower  an  amount 
sufficient  to  reduce  up  to  4  percentage  points  the  interest  paid  by  such  borrower  on 
any  loan  guaranteed  by  the  Secretary  under  Section  201. 

This  interest  subsidy  provision  is  to  be  an  anti-recession  tool,  to  be  used  to  aid 
firms  suffering  the  effects  of  a  recession.  This  interest  subsidy  is  to  be  used  when 
no  reasonable  interest  rate  is  available  in  the  private  lending  market  (or  when  such 
interest  rates  are  prohibitively  expensive  for  a  firm  in  need  of  financial  assistance 
to  continue  current  operations)  and  the  Committee  intends  to  give  preference  to 
entities  employing  less  than  1500  people.  EDA  loans  traditionally  have  aided 
marginal  firms  where  private  borrowing  is  unavailable  or  too  expensive  to  provide  a 
firm  with  a  viable  loan.  The  interest  subsidy  concept  can  give  broader  leverage  to 
the  money  available  to  the  EDA  loan  program  by  providing  an  interest  subsidy  to  a 
private  loan.  Thus,  EDA  would  not  be  burdened  with  making  a  loan  to  a  firm  but 
rather  by  making  part  of  a  payment  of  a  loan  by  a  firm.  Additionally,  loan  subsidies 
can  stimulate  private  borrowing  to  firms  that  under  the  current  business  climate 
could  not  afford  the  cost  of  borrowing  money  for  their  capital  improvements. 

The  Committee  hopes  to  include  this  provision  in  either  a  compromise  jobs  bill  or  the 
EDA  extension  bill  which  the  Committee  will  report  out  shortly  to  the  Congress. 

Identify   Initiative   Budget  Authority   Outlays    Comment 

(b)  Title  IV  (sec.  405)  100.0        80.0 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450)  (Con't.) 
AREA  AND  REGIONAL  DEVELOPMENT  (452)  (Con't.) 
Department  of  Commerce 

The  Committee  recommends  that  the  authorization  for  Title  IV  of  the  Public  Works  and 
Economic  Development  Act  be  increased  by  $100  million  to  permit  initial  funding  of  a 
new  urban  economic  development  program.  Sec.  405  was  added  to  the  bill  by  H.R.  5247 
but  the  President's  veto  was  sustained.  The  Committee  expects  to  re-enact  this 
authority  in  the  EDA  extension  bill. 

This  will  be  a  major  attempt  to  use  the  EDA  program  to  preserve  and  increase  job 
opportunities  in  older,  urban  centers.  Until  now,  very  few  large  cities  have  been 
designated  as  eligible  for  EDA  assistance  because  of  the  difficulty  of  collecting 
accurate  unemployment  data.  This  new  section  will  permit  easier  designation  of 
cities  over  50,000  —  currently  only  24  of  the  90  largest  cities  are  eligible  for  EDA 
assistance. 

We  believe  this  will  be  the  first,  most  important  step  in  focusing  the  EDA  programs 
more  dramatically  upon  the  strengthening  of  existing  urban  communities. 


Identify  Initiative     Budget  Authority   Outlays    Comment 


(c)  Title  X  (Job 

Opportunities  Program)  500.0        200.0 


With  high  unemployment  expected  to  continue,  the  Committee  expects  to  extend  the  Job 
Opportunities  Program  to  expedite  job  opportunities  for  the  unemployed  in  areas  of 
high  unemployment  by  authorizing  $500  million  to  extend  the  program  through  Fiscal 
Year  1977.  These  funds  would  fund  labor-intensive  projects  for  the  renovation  and 
repair  of  public  facilities  in  areas  of  high  unemployment.  The  object  would  be  to 
put  the  unemployed  to  work  on  useful  public  projects  in  their  home  communities. 

In  1975,  the  program  made  funds  available  to  18  Federal  agencies  and  eight  multi- 
state  Regional  Commissions.  It  is  estimated  by  the  Department  of  Commerce  that  the 
first  appropriation  of  $125  million  produced  27,929  jobs.  The  remaining 
appropriation  of  $375  million  produced  72,294  jobs  for  a  total  of  100,223  jobs  for 
the  $500  million  appropriated  and  allocated  under  the  program.  The  duration  of  the 
average  job  was  8  months  and  average  cost  per  job  was  $5000. 


Identify  Initiative    Budget  Authority   Outlays    Comment 


(d)  Title  IX  (Economic 

Adjustment  for  deteriorating 

cities)  25.0         20.0 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450)  (Con't.) 
AREA  AND  REGIONAL  DEVELOPMENT  (452)  (Con't.) 
Department  of  Commerce 

The  Committee  recommends  that  the  program  level  for  the  Title  IX  Economic  Adjustment 
program  be  increased  to  the  authorization  level  of  $100  million.  This  program  was 
recommended  by  the  Administration  and  the  first  year's  results  have  been  very 
encouraging.   Some  very  innovative  approachs  to  urban  economic  problems  have  been 
developed  and  we  are  confident  that  EDA  has  the  capability  to  administer  this 
program  effectively.   The  program  level  should  be  increased  significantly  in  Fiscal 
Year  1977  to  permit  significant  implementation  of  plans  now  being  developed. 
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E-V.  PRESIDENT'S  BUDGET  REQUESTS 
FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING  LEGISLATION  FOR  FY  1977 

NATURAL  RESOURCES,  ENVIRONMENT  AND  ENERGY  (300) 
WATER  RESOURCES  AND  POWER  (301) 


($  Millions) 


Budget 
Estimate 


Major  Issue  or 
Program 

Department  of 

Agriculture 

Soil  Conservation 
Serice 

Watershed  Planning 
05-78-0166-0-1 


BA 


10.0   10.9 


Committee 
Recommendation 
BA       0 
(Diff.)    (Diff .) 


12.0 
(+2.0) 


12.5 
(+1.6) 


Comment 


Recommendation  will  permit 
new  planning  starts  as 
well  as  cover  increased 
costs. 


The  recommended  increase  of  $2  million  will  permit  the  initiation  of  new  planning 
starts  at  the  same  rate  as  in  Fiscal  Year  1976.  The  Administration's  budget  includes 
no  new  planning  starts.  A  return  to  the  prior  level  of  planning  starts  will  maintain 
the  watershed  program  of  the  Soil  Conservation  Service  at  a  more  effective  and 
efficient  level  and  permit  the  continued  identification  and  implementation  of 
measures  needed  to  enhance  agricultural  productivity  and  related  purposes. 


($  Millions) 


Major  Issue  or 
Program 


Budget 
Estimate 


BA 


Committee 
Recommendation 


BA 
(Diff.) 


0 
(Diff.) 


Comment 


Watershed  and 
Flood  Prevention 
Operations 
05-78-1072-0-1 


135.3   161.2 


155.3 
(+20.0) 


176.2 
(+15.0) 


Recommendation  includes 
funds  for  new  starts  as 
well  as  $10  M  to  offset 
the  increased  costs  of 
ongoing  construction 
caused  by  inflation. 
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NATURAL  RESOURCES,  ENVIRONMENT  AND  ENERGY  (300)  (Con't.) 
WATER  RESOURCES  AND  POWER  (301)  (Con't.) 
Department  of  Agriculture  (Con't.) 


The  Administration's  budget  request  contains  no  funds  for  new  construction  starts  on 
watershed  soil  erosion  and  flood  prevention  projects.  The  recommended  increase  of 
$10  million  will  permit  the  initiation  of  a  limited  number  of  new  starts.  Also 
included  is  $10  million  to  meet  the  increased  costs  of  projects  presently  under 
construction. 

($  Millions) 


Major  Issue  or 
Program 


Budget 
Estimate 


BA 


Committee 
Recommendation 


BA 
(Diff.) 


0 
(Diff.) 


Comment 


Department  of 
Defense-Civil  Corps 
of  Engineers 


Flood  Control  - 

etc. 

03-10-3112-0-1 


Miss. 


191.2  193. 


7   314.8 
(+123.6) 


310.7 
(+117.0) 


Increase  is  needed  to 
maintain  program  at 
reasonable  levels. 


This  project  encompasses  improvements  for  flood  control  and  other  purposes  in  the 
entire  alluvial  valley  of  the  lower  Mississippi  River.  The  requested  increase  in 
funding  will  permit  initiation  of  new  planning  and  construction  starts,  an  increase 
in  the  funding  levels  of  work  underway,  and  performance  of  necessary  operation  and 
maintenance  activities.  The  recommended  increase  represents  about  one  third  of  the 
Corps  of  Engineers'  total  capability  for  this  project  in  FY  1977  (the  amount  of  funds 
that  could  be  effectively  utilized  if  the  work  were  fully  funded) .  The  increased 
funding  of  operation  and  maintenance  and  of  ongoing  construction  will  produce 
immediate  employment  benefits  in  the  area  as  well  as  earlier  realization  of  the 
benefits  which  the  overall  project  is  designed  to  achieve.  Significant  among  these 
benefits  is  the  protection  of  agricultural  lands  from  flooding,  with  a  resultant 
significant  increase  in  the  production  of  crops  such  as  soybeans  which  are  of 
national  significance. 
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NATURAL  RESOURCES,  ENVIRONMENT  AND  ENERGY  (300)  (Con't.) 


WATER  RESOURCES  AND  POWER  (301) 
Department  of  Defense  (Con't.) 

(Con't.) 

($  Millions) 

Major  Issue  or 
Program 

Budget 

Estimate 

BA     0 
64.3  65.0 

Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 

81.8    67.0 
(+17.5)   (+2.0) 

Comment 

General 

Investigations 

08-10-3121-0-1-301 

Will  provide  for  new 
planning  starts. 

The  recommended  increase  will  permit  initiation  of  authorized  water  resources 
development  studies.  The  Administration's  budget  request  provides  for  the  initiation 
of  five  studies.  Such  a  small  number  of  studies  does  not  permit  sufficient 
Identification  of  the  nations  water  resources  needs  and  does  not  provide  a  sufficient 
degree  of  choice  as  to  how  the  limited  amount  of  Federal  funds  shall  best  be  spent 
for  development.  The  recommended  increase  would  provide  a  more  adequate  level  of 
funding  of  studies  and  the  preparation  of  authorization  reports. 

($  Millions) 


Major  Issue  or 
Program 


Budget 
Estimate 


BA 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


Comment 


Construction 

General 

08-10-3122-0-1 


1,266.3 


1,260.9  1,419.3  1,365.9 
(+153.0)  (+105.0) 


Additional  funding  will 
provide  a  more  efficient 
level  of  construction 
and  planning. 


The  recommended  increase  in  construction  funding  will  permit  initiation  of 
preconstruction  planning  on  authorized  project  and  increased  funding  levels  for 
projects  under  construction.  In  the  Administration's  budget  there  are  only  three 
preconstruction  planning  starts  recommended  and  funding  for  projects  underway  is  at  a 
reduced  level.  This  reduced  level  of  funding,  if  not  changed,  will  result  in  longer 
construction  periods  and  hence  higher  costs  for  the  projects  and  also  a  delay  in 
providing  the  projects  benefits  to  the  nation.  In  addition,  increased  funding  will 
have  an  immediate  impact  in  creating  additional  employment  since  the  projects  are 
already  underway.   Adding  more  preconstruction  planning  starts  will  continue  in  the 
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NATURAL  RESOURCES,  ENVIRONMENT  AND  ENERGY  (300)  (Con't.) 
WATER  RESOURCES  AND  POWER  (301)  (Con't.) 
Department  of  Defense  (Con't.) 


the  future  these  employment  benefits  as  well  as  meet  identified  water  resources 
needs.  Without  this  increased  level  of  preconstruction  planning,  there  will  be  very 
few  projects  ready  for  construction  in  coming  years.  With  the  additional  funding 
preconstruction  planning  could  be  started  on  as  many  as  63  projects. 

($  Millions) 


Major  Issue  or 
Program 


Budget 
Estimate 

BA     0 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


Comment 


Operation  and 
Maintain ence 
28-10-3123-0-1 


583.9        586.0 


769.0  700.0 

(+185.1)    (+114.0) 


Increase  will  enable  the 
Corps  to  offset  some  of 
the  increasing  backlog  of 
deferred  maintainence. 


The  Administration's  budget  request  does  not  include  adequate  funds  for  reducing  an 
unreasonable  backlog  of  required  operation  and  maintenance  which  presently  amounts  to 
over  $300  million.  The  bulk  of  this  backlog  consists  of  needed  dredging  and 
maintenance  of  facilities.  The  Committee's  recommendation  would  permit  a  reduction 
of  this  backlog  by  about  two  thirds. 


($  Millions) 


Major  Issue  or 
Program 


Budget 
Estimate 

BA     0 


Committee 
Recommendation 


BA 
(Diff.) 


0 
(Diff.) 


Comment 


Tennessee  Valley 
Authority 


TVA-Fund-0110 
33-15-4110-0-3 


121.2 


1,049.5   134.4        131.9 
(13.2)(-917.6) 


As  agreed  in  connection 
with  the  Conference  on 
the  2nd  budget  resolution 
for  1976,  the 
Congressional  budget  will 
not  include  budget 
authority  or  outlays  for 
the  power  program  but 
will  be  limited  to 
those  programs  financed 
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NATURAL  RESOURCES,  ENVIRONMENT  AND  ENERGY  (300)  (Con't.) 
WATER  RESOURCES  AND  POWER  (301)  (Con't.) 
Tennessee  Valley  Authority  (Con't.) 


those  programs  financed 
from  appropriations  of 
general  funds  for  the 
non-power  programs. 
This  accounts  for  the 
large  reduction  in  outlays 
from  the  budget. 


The  recommended  increase  in  budget  authority  and  outlays  represents  the  amount  needed 
to  maintain  the  regional  development  program  of  the  Tennessee  Valley  Authority  at  an 
optimum  level.  The  budget  authority  will  be  used  for  initiation  of  development  of 
the  Poor  Valley  Creek  Recreation  Area  in  cooperation  with  the  State  of  Tennsessee 
along  the  shores  of  the  Poor  Valley  Creek  embayment  of  Cherokee  Lake;  engineering 
design  and  initiation  of  construction  of  a  new  lock  at  Pickwick  Landing  Dam  needed  to 
make  this  facility  compatible  with  TVA's  other  navigation  facilities;  and  an  increase 
in  the  amount  available  for  TVA's  abandoned  strip-mine  reclamation  demonstration 
project.  The  additional  budget  authority  and  outlays  of  $11.6  million  will  provide 
an  estimated  additional  188,000  man-days  of  employment,  the  greater  percentage  of 
which  would  be  drawn  from  the  local  employment  force. 

The  recommended  increase  in  budget  authority  and  outlays  of  $1.6  million  will  enable 
the  Tennessee  Valley  Authority  to  continue  its  research  efforts  into  the  conversion 
of  coal  into  ammonia  for  use  in  the  production  of  fertilizer.  This  program  holds 
particular  promise  in  view  of  the  shortage  and  expected  price  increases  in  natural 
gas  which  is  now  the  prime  source  of  ammonia  for  fertilizer  production. 


COMMERCE  AND  TRANSPORTATION  (400) 
GROUND  TRANSPORTATION  (404) 


($  Millions) 


Major  Issue  or 
Program 

Department  of 
Transporation 


Budget 
Estimate 


BA 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


Comment 


Urban  Mass 

Transportation 

Administation 


Urban  Mass 
Transportation 
Fund 
21-32-4119-0-3* 


655.0   1,585.0  655.0   1920.0 
(0)    (+335.0) 


The  President's  Budget 
places  a  50%  limitation 
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COMMERCE  AN  TRANSPORTATION  (400)  (Con't.) 
GROUND  TRANSPORTATION  (40A)  (Con't.) 
Department  of  Transportation  (Con't.) 


on  the  use  of  formula 
grant  funds  for  operating 
subsidies.  The  Committee 
existing  law  of  no 
limitation  without 
predudice  toward  a  change 
by  the  Committee  at  a 
later  date  and  at  the 
same  time  increases  the 
capital  Grant  Program 
level  by  $325M. 


The  Committee  realizes  that  the  formula  grant  program  under  section  5  of  existing  law 
has  no  limit  as  to  what  part  of  that  program  may  be  used  for  operating  subsidies. 
The  1975  experience  in  that  program  indicated  that  about  92%  was  used  for  operating 
subsidies.  The  Committee  has  therefore  assumed  in  the  budget  submission  that  all  of 
this  program  would  probably  be  used  for  operating  subsidies  in  1977. 

With  respect  to  the  capital  assistance  program  under  section  3  of  existing  law  the 
Committee  has  assumed  that  since  the  President's  proposal  has  indicated  one  half  of 
the  section  5  grants  would  be  for  capital  improvements  that  those  capital 
improvements  (325  million  dollars)  should  be  added  to  the  section  3  Capital 
Assistance  grants  proposed  for  a  total  Capital  Program  level  of  1.45  billion  dollars. 
These  recommendations  will  result  in  higher  outlays  in  1977  than  recommended  by  the 
President  since  operating  subsidies  are  liquidated  at  a  faster  rate  than  capital 
programs. 

The  President  has  recommended  increased  budget  authority  for  transit  projects 
resulting  from  transfer  of  Interstate  Highway  projects  in  the  amount  of  655  million 
dollars.  The  Committee  is  opposed  to  obligation  ceilings  and  recommends  that  the 
budget  authority  amount  be  available  in  its  entirety. 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450) 
AREA  AND  REGIONAL  DEVELOPMENT  (452) 


($  Millions) 


Major  Issue  or 
Program 

Funds  appropriated 
to  the  President 


Budget 
Estimate 


BA 


Committee 
Recommendation 


BA 
(Diff.) 


0 
(Diff.) 


Comment 


Appalachian  Regional 
Development  Programs 
04-2-0090-0-1*      363.5 


326.5 


383.5       401.5 
(+22.0)    (+75.9) 


Restoration  of 
non-highway  program 
to  FY  1976  level 


The  Committee  recommended  that  the  non-highway  programs  be  restored  to  the  1975 
levels,  as  the  Administration  has  recommended  for  the  highway  programs.  The  hearings 
held  last  year  clearly  showed  that  theses  programs  are  being  effectively  utilized  and 
that  the  State  development  and  investment  plans  of  the  Appalachian  States  can 
effectively  use  additional  funds  in  Fiscal  '77. 


*Committee  spending  responsiblities. 

COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450) 

AREA  AND  REGIONAL  DEVELOPMENT  (452) 


($  Millions) 


Major  Issue  or 

Program 


Budget       Committee 
Estimate     Recommendation 
BA       0 
BA     0  (Diff.)   (Diff.) 


Comment 


Department  of 
Commerce 

Economic  Development 
Administration 


Administration  of 
Economic  Development 
Assistance  Programs 
06-10-0125-9-1 


25.4  25.1 


29.5 
(+4.1) 


29.5 
(+4.4) 


Increase  staff  to 
reflect  new  authority 
and  increased  spending 
for  EDA  programs. 
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COMMUNITY  AND  REGIONAL  DEVELOPMENT  (450)  (Con't.) 
AREA  AND  REGIONAL  DEVELOPMENT  (452)  (Con't.) 
Department  of  Commerce  (Con'tT) 


The  Committee  recommends  strongly  that  the  Budget  authority  for  administration  of 
economic  development  programs  be  increased  to  $29.5  million  for  Fiscal  Year  1977. 
The  Administration's  Fiscal  Year  1977  Budget  request  would  force  a  sharp  cutback  in 
EDA  engineering  capability  and  would  seriously  jeopardize  their  ability  to 
effectively  administer  the  expanded  programs  anticipated  for  Titles  I,  IX,  and  X. 


($  Millions) 


Budget 
Estimate 


Major  Issue  or 
Program 


BA 


Regional  Development 

Programs 

06-15-2100-0-1       42.2 


39.3 


Committee 
Recommendation 

BA       0 
(Diff.)   (Diff.) 


142.2    109.3 
(+100.0)   (+70.0) 


Comment 


Funding  for  new 
authority  provided  in 
P.L.  94-188. 


The  new  Regional  Development  Act  of  1975  (P.L.  94-188),  was  signed  by  the  President 
on  December  31,  1975.  This  Act  increased  the  authorizations  for  the  Title  V  Regional 
Action  Planning  Commissions  and  greatly  broadens  the  scope  of  their  program 
activities  by  essentially  purtting  them  on  a  par  with  the  Appalachian  Regional 
Commission.  The  Act  requires  that  Regional  Development  Plans  be  submitted  to 
Congress  this  summer  and  the  Committee  intends  to  carefully  evaluate  and  review  the 
programs  that  are  developed.  We  believe  that  this  evaluation  will  demonstrate  that 
additional  funding  can  be  justified  for  some  of  the  Commissions.  In  the  past,  the 
funding  and  program  levels  have  been  too  low  for  the  Commission  to  produce 
regionally-significant  impact  projecte  —  but  in  anticipation  of  sound  new 
initiatives,  it  is  recommended  that  the  program  level  be  increased  $100  million  for 
Fiscal  Year  1977. 


37 


general  goveriimest  (300) 
general  property  a.v^)  records 
management  (804) 


489 


($  Millions) 


Major  Issue  or 
Program    _______ 

General  Services 
Administration. 


Budget 
Estimate 


Committee 
Recommendation 


BA 
(Diff.) 


0 

(Diff.) 


Comment 


Federal  Buildings 

Fund 

23-05-4 542-0-4 


■10.0 


14.3 
(+24.3) 


The  Committee  has 
recommended  an  increase 
in  direct  federal 
construction  and  major 
repair  and  alterations 
for  FY  77.   The 
Administrations  budget 
reflects  a  $10  million 
dollar  surplus  in  the 
Federal  buildings  fund 
which  consists  of 
construction,  repair  and 
alteration,  purchase 
contract  payments, 
rental  of  space,  real 
property  operations, 
program  direction 
(peronnel,  travel, 
supplies,  etc.).   Trie 
total  of  which  would  be 
less  than  the  Federal 
government  will  receive 
in  the  standard  level 
user  charges  in 
accordance  with  P.L. 
92-313.   The  Committee 
recommendation  of  the 
increased  activity  in 
federal  construction  and- 
repair  and  alteration 
will  result  in  outlays 
exceeding  SLUC  income  by 
$14  million  dollars. 
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Detailed  Lists  Follow 


GENERAL  GOVERNMENT  (800)  (Con't.) 
GENERAL  PROPERTY  AND  RECORDS  (Con't.) 
MANAGEMENT  (804)  (Con't.) 
General  Services  Administration 


Detail  of  changes  in  Buildings  Fund: 

Direct  Federal 

Construction      28.1  39.2       134.6    61.9 

(+106.5)  (+22.7) 

Repair  and 

Alteration       60.7  73.2        66.8    74.8 

(+6.1)   (+1.6) 

The  Committee  recommends  an  increase  of  $106.5  million  in  direct  federal  construction 
and  an  increase  of  $6.1  million  in  repair  and  alterations.  There  is  currently  over  a 
$1  billion  dollar  backlog  of  projects  that  are  currently  pending  before  the  Congress 
or  to  be  submitted  by  the  Administration  shortly.  In  order  to  avoid  the  previous 
experience  of  the  1950's  and  again  in  1972  which  prompted  the  purchase  contract 
method  of  construction  which  is  more  expensive  than  direct  federal  construction,  the 
Committee  recommends  that  the  Congress  adopt  a  more  ambitious  program  to  alleviate 
this  backlog.  In  addition,  the  Committee  recomendation  will  help  alleviate  and 
modify  the  growing  problem  of  national  enemployment  that  we  as  a  Nation  face, 
stimulate  activity  in  the  Nation's  economy  and  help  assist  a  financially  troubled 
major  industry. 

NEW  CONSTRUCTION 

San  Jose,  CA  FB/CT/po  27,889,0009 

Chamblee,  GA 

IRS  Center  (Extension)  15,348,000 

Savannah,  GA  FB  16,918,000 

Covington,  KY 

IRS  Center  (Extension)  5,585,000 

Vicksburg,  Miss.  FB  12,433,000 

Vicksburg,  Miss.  PO/CT  832,000 

Jefferson  City,  MO  FB  7,000,000 

Altoona,  PA  FB  6,000,000 

Rock  Springs,  WY  FB/CT  8,500,000 

Texarkana,  Texas  FB  6,000,00 


SUBTOTAL  -  Committee  Proposal  $106,500,000 


39 


491 


NEW  CONSTRUCTION  (Con't.) 

Los  Angeles,  CA  Parking  5,665,000 

East  St.  Lous,  111.  FB  5,365,000 

Blaine,  Wash.  Borden  Sta.  3,159,000 

Madison,  Wis.  CT  5,778,000 
Conversions ; 

Atlanta,  GA.  PO/CT  .  1,830,000 

Augusta,  GA  PO/CT  803,000 

Carryover 


SUBTOTAL  -  President's  Budget  $28,100,000 

TOTAL  $134,600,000 

ALTERATIONS 

Chicago  $1,253,700 

536  S.  Clark 

Columbus,  Ohio  2,900,100 

FB,  85  Marconi  St. 

Portland,  Oregon  1,344,100 

CV,  220  N.  W.  8th  Avenue 


Kansas  City,  MO  575,000 
FB,  601  E.  12th  St. 

SUBTOTAL  -  Committee  Proposal  $6,072,900 

President's  Budget  $60,700,000 

TOTAL  $66,772,900 


40 


492 


5.   GENERAL  COMMENTS 


A.  CONGRESSIONAL  IMPOUNDMENTS 

Section  401  (d)  (B)  of  the  "Congressional  Budget  Act  of  1974"  (PL 
93-344)  sets  forth  requirements  that  new  spending  authority  must 
be  provided  in  appropriation  acts  with  a  specific  exception  which 
provides  that  the  Act  will  not  apply  to  new  spending  authority  if 
the  budget  authority  for  outlays  is  derived  from  any  trust  fund, 
90  percent  or  more  of  the  receipts  of  which  consist  or  will 
consist  of  amounts  (transferred  from  the  general  fund  of  the 
Treasury)  equivalent  to  amounts  of  taxes  (related  to  the  purposes 
for  which  such  outlays  are  or  will  be  made)  received  in  the 
Treasury  under  specified  provisions  of  the  Internal  Revenue  Code 
of  1934. 

The  reason  for  this  specific  exclusion  from  the  budgetary  control 
process  is  the  fact  that  when  these  taxes  were  imposed  upon  the 
users  of  specific  services,  a  part  of  legislative  history 
provided  a  covenant  with  the  payees  that  the  proceeds  would  be 
dedicated  exclusively  for  these  purposes.  The  committee, 
therefore,  views  with  alarm  the  obligation  ceilings  that  were 
imposed  upon  the  Highway  and  Airport  Trust  Funds  with  the 
enactment  of  "Department  of  Transportation  and  Related  Agencies 
Appropriations  Act  of  1976". 

The  illegal  impoundments  imposed  upon  funds  authorized  to  be 
appropriated  from  the  Highway  Trust  Fund  by  the  executive  branch 
in  prior  years  placed  Congress  in  an  extraordinary  situation  in 
attempting  to  deal  with  budget  authority  for  the  Highway  Trust 
Fund  during  fiscal  year  1976.  It  should  be  noted  that  the 
revenues  going  into  the  Airport  and  Airway  Development  Trust  Fund 
have  in  the  past  substantially  exceeded  expenditures  and  received 
obligational  ceilings.  However,  the  Committee  feels  very 
strongly  that  in  keeping  with  the  spirit  of  the  Congressional 
Budget  and  Impoundment  Control  Act  of  1974  no  obligational 
ceiling  should  be  placed  upon  expenditures  from  these  Trust  Funds 
less  than  the  amount  authorized  by  the  Committee. 

B.  CHANGES  IN  FUNCTIONAL  CLASSIFICATIONS  FOR  THE  1978  BUDGET 

The  functional  classifications  included  in  the  President's  budget 
in  the  past  have  been  used  largely  by  the  Executive  Branch  to 
highlight  the  changes  in  legislated  programs  with  Congress  having 
only  limited  interest  in  their  composition.  The  passage  of  the 
Budgetary  and  Impoundment  Control  Act  of  1975  has  changed  this 
situation,  since  the  functional  classifications  will  represent 
the  principal  means  by  which  Congress  will  debate  and  establish 
its  priorities  for  budget  expenditures  in  the  concurrent  budget 
resolutions. 
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In  order  to  make  the  functional  classifications  more  useful  to 
the  Congress  in  debating  and  establishing  priorities,  the  House 
Budget  Committee  has  proposed  revisions  in  the  functional 
classifications  to  be  used  in  the  1978  budget. 

The  major  functional  changes  effecting  the  Public  Works  and 
Transportation  Committee  are  summarized  below: 

Natural  Resouces  and  Evironment 

The  energy  subfunction  has  been  transferred  to  a  new  function 
which  will  include  all  other  energy  programs,  and  the 
construction/operation/maintenance  of  waterways  has  been 
transferred  to  a  new  function  transportation  and  included  in  the 
subfunction  water  transportation.  The  other  subfunctions  within 
this  function  which  are  of  direct  interest  to  the  Public  Works 
and  Transportation  Committee  such  as  Water  Resources  and  Power 
and  Pollution  Control  and  abatement  have  not  been  changed, 

Transportation 

This  is  a  new  function  and  will  include  ground  transportation, 
air  transportation,  and  water  transportation.  Each  of  these 
forms  of  transportation  are  identified  as  subfunctions  with  this 
function. 

Housing  and  Community  Development 

This  was  formerly  called  Community  and  Regional  Development  and  a 
more  logical  grouping  of  subfunctions  has  been  devised.  A 
separate  subfunction  is  provided  for  area  and  regional 
development  programs  to  which  the  job  opportunities  program  has 
been  added.  This  is  the  subfunction  which  includes  the 
Appalachian  Redevelopment  Programs  and  the  activities  carried  on 
under  the  Public  Works  and  Development  Act. 

The  Agriculture  Departments,  Community  Services  Administration, 
together  with  the  Department's  Area  and  Regional  Development  has 
been  incorporated  in  a  subfunction,  "Rural  Housing  and 
Development" . 

Re  c  ommend  a  t  io  n 

We  believe  that  the  changes  proposed  by  the  Budget  Committee  will 
make  the  functional  classifications  more  useful  to  the  Congress 
and  the  Public  Works  and  Transportation  Committee  since  it 
simplifies  and  clarifies  the  functions  for  which  the  Committee 
has  legislative  responsibility.  This  revised  functional 
classification  should  also  better  serve  the  Congress  as  a  means 
of  focusing  Congressional  and  public  attention  on  major  areas  of 
national  priority. 


42 


494 


C.   THE  CONGRESSIONAL  BUDGET  PROCESS 

The  Public  Works  and  Transportation  Committee  believes  that  in 
the  light  of  our  experience  in  dealing  with  the  1977  budget, 
steps  should  be  promptly  taken  to  evaluate  this  experience  for 
the  purpose  of  simplifying  the  procedure  for  compiling  the 
material  required  from  the  legislative  Committees  for  use  in  the 
preparation  of  the  first  budget  resolution. 

We  suggest  that  the  Budget  Committee  working  with  C.B.O.  and  the 
G.A.O..  establish  a  task  force  to  conduct  the  above  evaluations 
and  explore  alternative  procedures.  The  task  force  should  also 
evaluate  the  experience  of  each  legislative  Committee  and  should 
identify  the  practices  and  procedures  followed  by  some  that  would 
be  beneficial  (if  known)  to  other  Committees.  There  should  be 
some  means  of  providing  a  cross  fertilization  of  the  best 
budgetary  practices  among  the  Committees. 


43 


495 

REPORT  OF  THE  COMMITTEE  OX  SCIEXCE 
AXD  TECHXOLOGY 

Committee  ox  Science  axd  Technology, 

U.S.  House  of  Representatives, 

Washington,  B.C.,  March  15,  1976. 
Hon.  Brock  Adams, 
Chairman,  Committee  on  the  Budget, 
U.S.  House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman:  Pursuant  to  your  letter  of  instructions  dated  February  6, 
1976,  and  other  related  correspondence,  there  is  transmitted  herewith  this  Com- 
mittee's report  of  budget  estimates  required  by  the  Congressional  Budget  Act  of 
1974. 

The  formats  suggested  in  your  instructions  have  been  followed  to  the  extent 
possible  in  the  preparation  of  our  report.  Some  difficulty  was  encountered  in  the 
identification  of  specific  accounts  assigned  to  this  Committee  in  the  instructions 
prescribed  for  format  V.  All  readily  identifiable  functions  have  been  included. 

This  Committee  is  not  prepared  to  comment  od  tax  expenditures  serving  pur- 
poses similar  to  direct  expenditure  programs.  While  there  may  be  some  direct 
relationship  between  tax  expenditures  and  budgetary  function-  and  subfunctions 
falling  within  the  purview  of  this  Committee,  matter-  of  this  nature  are  normally 
not  considered  during  the  authorization  process  unless  specifically  highlighted 
in  the  annual  authorization  requests  from  the  various  agencies.  This  Committee 
assumes  that  tax  expenditure  legislation,  including  that  related  to  programs  subject 
to  annual  authorization,  is  a  function  of  the  Ways  and  Mean-  Committee. 

With  regard  to  budget  authority  and  outlays  for  the  Transition  Quarter,  no 
data  has  been  included  in  the  attached  report.  The  President'-  budget  includes  no 
new  initiatives  for  those  program-  falling  within  our  jurisdiction,  and  the  Committee 
does  not  rec>mmend  any  legislative  initiatives  for  the  period  in  question. 

Regarding  your  inquiry  concerning  the  printing  and  distribution  of  data  con- 
tained in  the  attached  report,  this  Committee  would  interpose  no  objection  to  such 
action. 

I  trust  that  the  attached  data  will  meet  your  needs  concerning  the  legislative 
activities  of  this  Committee.  We  are  prepared  to  provide  any  additional  data  or 
information  which  may  be  required  to  as.-ist  in  your  compilation-  and  further 
deliberations  on  this  matter. 

Olix  E.  Tkaguk,  Chairman. 
Enclosure. 
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REPORT  OF  THE  COMMITTEE  ON  SMALL  BUSINESS 

House  of  Representatives, 
Committee  ox  Small  Business, 
Washington,  D.C.,  March  10,  1976. 
Hon.  Brock  Adams, 

Chairman,  Committee  on  the  Budget,  U.S.  House  of  Representatives, 
Washington,  D.C. 
Dear  Mr.  Chairman:  Pursuant  to  Rule  X,  Clause  4(g)  of  the  Rules 
of  the  House  of  Representatives,  I  am  pleased  to  submit  the  following 
report  which  represents  the  views  and  estimates  of  this  Committee  to 
be  set  forth  in  the  current  resolution  on  the  budget  for  fiscal  year  1976 
for  the  Small  Business  Administration. 

This  matter  wTas  considered  by  the  Subcommittee  on  March  3,  1976 
and  a  unanimous  recommendation  forwarded  to  the  full  Committee. 

The  full  Committee  on  March  9,  1976  accepted  and  unanimously 
adopted  the  following  recommendations: 

1.  that  for  FY  1977  additional  budget  authority  (over  that 
recommended  by  the  President)  of  $350.4  million  should  be  pro- 
vided for  the  Small  Business  Administration  under  Commerce 
and  Transportation  (403)  for  the  Business  Loan  and  Investment 
Fund  and  the  Lease  Guarantees  Fund,  primarily  to  provide  for 
additional  direct  loans.  The  Committee  estimates  that  this  will 
result  in  additional  outlays  of  $250.5  million; 

2.  that  for  FY  1977  additional  budget  authority  (over  that 
recommended  by  the  President)  of  $43.8  million  should  be  pro- 
vided for  the  Small  Business  Administration  under  Community 
and  Regional  Development  (453)  for  the  Disaster  Loan  Fund  to 
provide  for  additional  direct  loans.  We  estimate  that  this  will 
result  in  additional  outlays  of  $23  million. 

With  kindest  regards  and  best  wishes,  I  am 
Very  sincerely  yours, 

Joe  L.  Evins,  Chairman. 
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KEPOET  OF  THE  COMMITTEE  ON  STANDARDS  OF 
OFFICIAL  CONDUCT 

U.S.  House  of  Representatives, 
Committee  on  Standards  of  Official  Conduct, 

Washington,  D.C.,  February  17,  1976. 
Hon.  Brock  Adams, 

Chairman,    Committee    on    the    Budget,    House     of    Representatives, 
Washington,  D.C. 
Dear  Mr.  Chairman:  Pursuant  to  your  letter  of  6  February  1976 
and  Section  301  of  the  Congressional  Budget  Act  of  1974,  the  following 
is  the  March  15,  1976  report  of  this  Committee,  submitted  on  the 
sample  forms  provided  by  you  showing : 
Format  I — None. 
Format  II — None. 
Format  III — None. 

Format  IV — Initiative — lobbying  and  financial  disclosure.  Budget 
Authority — less    than    $1    Million.    Outlays — less    than    $1    Million. 
Comment — actual  outlay  will  depend  on  scope  of  legislation  passed. 
Format  V — None. 
Sincerely, 

John  J.  Flynt,  Jr., 

Chairman. 
Enclosures. 

I.  PRESIDENT'S  BUDGET  REQUESTS   FOR   EXISTING   PROGRAMS   WHICH    REQUIRE   REENACTMENT   OR    MODIFI- 
CATION OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 
President's  request  Committee  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays       (difference)       (difference)    Comment 


None. 


II.  PRESIDENT'S  BUDGET  REQUESTS  FOR  NEW  AND  EXPANDED  PROGRAMS  WHICH  WOULD  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  millions  of  dollars) 


President's  request  Committee  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays       (difference)       (difference)    Comment 


None. 


III.  PRESIDENT'S  BUDGET  REQUESTS  FOR  REDUCTIONS  IN  EXISTING  PROGRAMS  WHICH  WOULD  REQUIRE  AMEND- 
MENT OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  millions  of  dollars] 


President's  request  Committee  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays       (difference)       (difference)    Comment 

None. 

Committee  comment  on  ad- 
ministrative proposal :  None. 
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IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  millions  of  dollars] 


Identify  initiative  Budget  authority  Outlays  Comment 

Lobbying  disclosure Estimated  less  than  $1,000,-    Actual  outlay  would  depend  on 

Financial  disclosure. —      000.  the  scope  of  any  bills   on 

these  subjects  finally  en- 
acted. 

V.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO   NOT    REQUIRE  AUTHORIZING   LEG- 
ISLATION FOR  FISCAL  YEAR  1977 


In  millions  of  dollars] 


President's  request  Committee  recommendation 


Budget 
Budget  authority  Outlays 

Major  issue  or  program         authority  Outlays       (difference)       (difference)    Comment 


None. 
None, 
^one. 


Democrats 
Ray  Roberta.  Tex. 
Olin  E.  Teague.  Tex. 
David  E.  Satterfield  III.  Va. 
Don  Edwards.  Calif. 
G.  V.   (Sonny)  Montgomery.  Miss. 
Charles  J.  Carney.  Ohio 
George  E.  Danlelson,  Calif. 
Lester  L.  Wolff.  N.Y. 
Jack  Brinkley,  Ga. 
Ronald  M.  Mottl,  Ohio 
Robert  J.  Cornell.  Wis. 
W.  G.    (Bill)    Hefner.  N.C. 
Mark  W.  Hannaford.  Calif. 
Edward  P.  Beard.  R.L 
Robert  W.  Edgar,  Pa. 
Timothy  E.  Wirth,  Colo. 
Kenneth  L.  Holland.  S.C. 
Matthew  F.  McHugh,  N.Y. 
Clifford  Allen.  Tenn. 
Oliver  E.  Meadows.  Staff  Director 


COMMITTEE  ON  VETERANS'  AFFAIRS 

Jlousie  of  Eepresentatibeg 

Ray  Roberts,  Chairman 
94th  CONGRESS 


Republicans 
John  Paul  Hammerschmidt.  Ark. 
Margaret  M.  Heckler.  Mass. 
Chalmers  P.  Wylie.  Ohio 
Elwood  Hillis,  Ind. 
James  Abdnor.  S.  Dak. 
William  F.  Walsh.  N.Y. 
Tennyson  Guyer.  Ohio 
George  Hansen,  Idaho 
George  M.  O'Brien.  IU. 


REPORT  TO  THE  COMMITTEE  ON  THE  BUDGET 


THE  COMMITTEE  ON  VETERANS'  AFFAIRS 

SUBMITTED  PURSUANT  TO  SECTION  301  OF  THE 
CONGRESSIONAL  BUDGET  ACT  OF  1974 

ON  THE 

BUDGET  PROPOSED  FOR  FISCAL  YEAR  1977 
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REPORT  OF  THE  COMMITTEE  ON  VETERANS'  AFFAIRS  ON  BUDGET 
MATTERS  UNDER  ITS  JURISDICTION 


The  Committee  on  Veterans'  Affairs  is  submitting  this  report  on  estimates  of  budget 
matters  under  its  jurisdiction  pursuant  to  section  301  (c)  of  the  Congressional  Budget  and 
Impoundment  Control  Act  of  1974.  This  report  is  based  on  the  best  information  that  is  now 
available  to  the  committee.  It  is  hoped  that  the  report  will  be  helpful  to  the  House  Committee 
on  the  Budget  in  preparing  its  budget  targets  for  the  first  concurrent  resolution. 

In  10  years — 1968  to  1977 — appropriations  for  veterans'  benefits  and  services  have  in- 
creased over  $11.4  billion,  or  170  percent.  Average  employment  has  increased  49,820,  of  which 
43,506  has  been  for  the  Department  of  Medicine  and  Surgery. 

Much  of  the  increased  spending  is  attributable  to  the  rise  in  veteran  population  which 
grew  from  25.8  million  in  1967  to  29.5  million  in  1975  (an  increase  of  14.3  percent).  Another 
major  factor  is  the  granting  of  cost-of-living  increases  by  the  Congress,  which  generated 
compensatory  increases  in  nearly  all  benefit  levels.  Also,  the  scope  and  quality  of  veterans' 
benefits  were  increased  during  the  period  with  the  enactment  of  new  legislation — including 
the  enactment  of  a  post-Korean  GI  bill  for  education  and  training,  the  latest  increase  of  22.7 
percent  in  these  benefits,  and  the  liberalization  of  VA  medical  benefits. 

The  state  of  the  economy  has  great  impact  on  veterans'  benefits.  Continuing  inflation 
increases  demand  for  compensatory  legislation  to  raise  benefits  for  compensation,  pension, 
GI  benefits,  etc.  The  committee  believes  that  these  benefits  should  not  be  eroded  in  purchasing 
power.  Unemployment  is  also  an  important  factor  in  compensation,  pension,  and  education 
and  training  benefits.  There  is  no  question  that  the  slowdown  in  the  economy  during  the  past 
3  years  has  increased  the  workloads  in  these  benefit  programs. 

The  programs  under  the  committee's  jurisdiction  are  in  the  Veterans'  Administration 
and  are  broken  down  into  several  subfunctional  classifications.  The  functions  that  are  in- 
cluded in  the  Veterans'  Administration  budget  are  as  follows : 

VETERANS  BENEFITS  AND  SERVICES 
[In  thousands  of  dollars) 


Budget  authority 


Function  and  program 


701:  Income  security  tor  veterans: 

Compensation  and  pensions: 

Service-connected  compensation 4,654,449      5,154,910      1,299,494      5,199,951  4,679,956  5,113,772  1,306.454  5,219,936 

Non-service-connected  pensions. 2.724.136      2,921,572         783,374      2,771.691  2.739,065  2,914,093  783,1%  2,770,824 

Other  veterans  benefits  and  services 160,815          172,718           56,832          181.758  161.686  172,739  56,250  181,640 

Proposed  legislation -21.000        -85,000  -21,000  -85,000 

Insurance  programs: 

Veterans  insurance  and  indemnities 8,750             6,600             2,450             7,000  9,055  6,100  2,400  7,800 

Service-disabled  veterans  insurance  fund -1.161  1,600  200  —100 

Veterans  reopened  insurance  fund..  -32,387  -32,400  -8,400  -32,000 

Servicemen's  group  life  insurance  fund 2.624 

National  service  life  insurance 835.070         865.700         231.700         933.700  730.760  654.700  115.000  682300 

U.S.  Government  life  insurance 37,679           37,900             9,600           36,600  85,695  73,500  14,000  68,100 

Veterans  special  life  insurance -41.257  -42.200  -12,500  -45,200 

NSLI  and  USGLI  receipts -473,879      -478.820      -124.206      -510.162  -473.879  -478.820  -124,206  -510,162 


Subtotal,  income  security  for  veterans 7.947,021      8,680,580      2,238,244      8,535.538      7,860,157      8,383.084      2,111,394        8,258,138 

702:  Veterans  education,  training,  and  rehabilitation: 

Readjustment  benefits 4,476.229      6.214,475      1,159,472      4,873,000      4.591,079      6,020,375      1,142,472        4,955,000 

Proposed  legislation -68,300      -712,500 -68,300        -712,500 

Education  loan  fund 74  509  1,402  2,729  1.164  2,110 

Vocational  rehabilitation  revolving  fund 97  100 86  100  


Subtotal,  education,  training,  and  rehabilitation...     4,550,835      6,214,575      1,091,172      4,160,500      4,592,568      6,023.204      1,075,336        4,244,610 


68-249   O  -  76  -  33 
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VETERANS  BENEFITS  AND  SERVICES— Continue 
[In  thousands  of  dollars] 


Budget  authority 

Outlays 

Function  and  program 

1975 

1976 

19TQ 

1977 

1975 

1976 

1STQ 

1977 

703:  Hospital  and  medical  care  for  veterans: 

Medical  care. 

3,317,520 

3, 864,  456 

1,015,070 

-30,  000 

25,  544 

10, 604 

4, 172,  232 

-130,000  . 

97,433 

39,941 

3, 405, 059 

3,769,031 

935, 859 

-30,000 

25, 471 

10, 452 
1,203  . 
46, 034 
25, 754 

1.400 

525 

9.084 

4,161.707 

Medical  and  prosthetic  research 

Medical  administration  and  miscellaneous  operating 
expenses 

91,377 

37, 508 

97,356 
39,  579 

93. 196 

36, 187 
12,728 
67,913 
38,251 

3.441 
1,975 
5,937 

97, 257 

40, 035 
7,803 
99,498 
78, 388 

5,638 
2,150 
42,476 

97,433 
39.941 

251,127 
51,894 

9,700 
2,050 
10.000 

297,  464 
106,  895 

10,000  . 
2,100 
30,000 

15, 860 
16,660 

117,531 
93,061 

10,000 
2,100 
35,000 

Construction,  minor  projects 

Grants   for   construction   of  State   extended   care 

105, 592 

5,217 

525 
8,332 

Assistance  for  health  manpower  training  institutions. 

42.000 

Subtotal,  hospital  and  medical  care  for  veterans.. 
704:  Veterans  housing: 

3,771,176 
1,828  . 

4,447,850 

1.062,595 

4, 437, 298 

3, 664, 689 

71, 555 

-41.447 

4. 142, 276 

5,000 
-101,000 

1,025,782 

50,000 
-19,000 

4,  520. 990 
-161,000 

1,828  . 
432,028 

2b;  bob"" 

487, 600 

'"""39;  bb\". 

121,230 

512,883 

30, 107 

444.  566 
-304 

-17,929 
-573  . 
3,873 

-96. 000 

484,083 
-1,350 
78, 621 

4.100" 

31,000 

113,496 

-200 

600 

i.iso" 

-371,000 

705:  Other  veterans  benefits  and  services: 

General  operating  expenses 

Canteen  service  revolving  fund 

Supply  fund 

512.447 

-1,650 

9,400 

4.001 

4.250 

1,037 

4,500 

5,000  . 

4.350 

Grants  for  construction  and  operation  of  State  ceme- 

4,000 

Subtotal,  other  veterans  benefits  and  services. . 

456, 029 
-2, 145 

530, 851 
-2,145 

122,267 
-537 

522,  383 
-2, 145 

429, 633 
-2. 145 

565, 454 
-2, 145 

115,046 
-537 

528, 547 
-2, 145 

16, 724, 744 

19,871,711 

4,513.741 

17, 653, 574 

16, 575, 008 

19,015,873 

4.358.021 

17, 179. 140 

Note.— Excludes  veterans  support  programs  of  < 
'    f  Housing  and  Urban  Development;  Depart 

Outlays  in  the  President's  1977  budget  are  estimated  to  be  $17.2  billion.  This  represents 
a  $1.8  billion  decrease  from  outlays  in  1976.  Of  the  1977  spending  total,  income  security 
accounts  for  $8.3  billion — down  $125  million;  hospital  and  medical  care  $4.5  billion — up 
$379  million,  and  education  and  training  $4.2  billion — down  $1.8  billion. 

It  should  be  noted  that  original  budget  estimates  for  income  security  and  for  edu- 
cation and  training  benefits  have  consistently  been  substantially  lower  than  the  amount 
ultimately  spent.  These  differences  have  ranged  from  $49  million  in  1972  to  $700  million  in 
1974,  with  a  discrepancy  of  at  least  $125  million  for  fiscal  year  1976.  Underestimates  of  GI 
bill  costs  will  require  an  $800  million  supplemental  appropriation  in  1976  and  $120  million  for 
the  transitional  quarter. 

Income  Security 

Most  of  the  projected  decrease  in  outlays  for  income  security  is  attributed  to  an  antici- 
pated social  security  cost-of-living  increase  of  7.1  percent,  effective  July  1,  1976,  and  to  the 
passage  of  Public  Law  94-169,  which  provided  an  "interim"  8-percent  cost-of-living  increase 
and  a  $300  increase  in  income  limitations  from  January  1,  1976,  through  September  30,  1976 
for  those  drawing  pension  for  non-service-connected  disabilities  and  those  dependent  parents 
drawing  DIC  benefits.  The  "interim  measure"  came  about  as  a  result  of  action  by  the  Senate. 
The  committee  expects  to  continue  the  8-percent  cost-of-living  increase  beyond  the  Septem- 
ber 30  date,  and  if,  in  fact,  the  cost  of  living  continues  to  escalate,  the  committee  is  expected 
to  consider  an  additional  increase  to  offset  to  a  major  degree  the  adverse  impact  of  such  in- 
crease for  those  drawing  pensions.  The  President's  budget  did  not  include  a  continuation  of 
the  8-percent  cost-of-living  increase  beyond  the  September  30  date,  nor  did  it  include  any 
additional  increase  to  offset  the  expected  cost-of-living  increase  during  this  calendar  year. 

The  President's  budget  did  not  include  a  cost-of-living  increase  in  compensation  and  DIC 
rates  for  service-connected  disabled  veterans  and  their  survivors.  The  committee  expects  to 
consider  such  increase  this  year  to  become  effective  October  1,  1976. 

The  President  also  intends  to  propose  legislation  to  reduce  burial  benefits  at  a  cost  sav- 
ings of  some  $85  million.  The  committee  is  not  expected  to  support  this  proposal. 
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Therefore  committee  estimated  outlays  in  1977  for  income  security  for  veterans  is  about 
$1.2  billion  higher  than  those  projected  in  the  President's  budget. 

Readjustment  Benefits 

The  President's  budget  shows  a  decrease  in  outlays  for  readjustment  benefits  of  $1.8 
billion.  According  to  the  VA,  with  no  change  in  existing  legislation  an  estimated  563,000  fewer 
beneficiaries  would  be  trained  in  1977  than  in  1976,  reflecting  the  decline  in  active  duty  force 
levels  with  the  end  of  the  Vietnam  conflict. 

Also,  due  to  the  May  31,  1976  expiration  of  the  delimiting  period  for  4.1  million  veterans 
separated  from  the  military  prior  to  enactment  of  the  current  program,  the  number  of  trainees 
is  expected  to  decline  by  over  15  percent  in  fiscal  year  1977.  Proposed  legislation  reflected  in  the 
budget  would  reduce  training  loads  by  an  additional  367,000.  This  decline  is  based  upon  antici- 
pated enactment  of  legislation  to  repeal  the  2-year  extension  of  the  eligibility  delimiting  date 
provided  by  Public  Law  93-337.  This  legislative  proposal  is  estimated  to  save  $623.5  million 
in  fiscal  year  1977.  The  committee  is  not  expected  to  approve  such  proposal. 

Additional  legislative  proposals  of  the  President  include  termination  of  eligibility  for  the 
GI  bill,  estimated  to  save  some  $25.1  million;  the  elimination  of  correspondence  and  flight 
training  with  savings  of  $35  million,  and  termination  of  the  PREP  program,  at  an  estimated 
savings  of  $28.9  million.  Thus,  of  the  $1.8  billion  decrease  in  outlays  for  readjustment  benefits 
in  1977,  $712.5  million  is  due  to  proposed  legislation,  most  of  which  is  not  acceptable  to  the 
committee. 

Although  H.R.  9576,  passed  by  the  House  last  session,  would  terminate  eligibility  for  the 
GI  bill  after  December  31,  1975,  the  President  has  recommended  a  termination  date  of  July  1, 
1976,  and  the  committee  is  expected  to  agree  with  that  date  since  the  Senate  has  failed  to 
report  a  bill.  The  committee  would  not  favor  a  retroactive  termination  date. 

The  committee  has  some  doubts  as  to  the  equity  in  eliminating  the  correspondence  and 
flight  training  programs  at  this  late  date  as  recommended  by  the  President. 

H.R.  9576  would  also  provide  45  months  of  education  benefits  to  all  eligible  veterans. 
This  provision  would  require  approximately  $125  million  in  additional  outlays  in  1977,  al- 
though some  of  the  costs  would  be  offset  by  the  cost-saving  provisions  in  the  bill.  The  President 
is  opposed  to  this  provision  of  the  bill. 

The  committee  is  also  expected  to  consider  an  increase  in  the  education  and  training 
allowance,  in  line  with  that  provided  for  compensation  and  pension  beneficiaries.  Such  in- 
crease is  expected  to  require  an  additional  $390  million  in  outlays  for  fiscal  year  1977. 

Considering  the  differences  between  what  the  President  has  recommended  in  his  budget 
and  the  congressional  initiatives  of  the  committee,  outlays  in  1977  for  readjustment  benefits 
will  probably  exceed  the  President's  estimates  by  some  $1.1  billion. 

Medical  Care 

The  committee's  comments  pertaining  to  the  President's  recommended  funding  levels 
for  medical  care  and  hospital  construction  appear  beginning  on  page  20. 

I.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE 

REENACTMENT  OR  MODIFICATION  OF  AUTHORIZING  LEGISLATION 

FOR  FISCAL  YEAR  1977 


[In  millions  of  dollars] 

President's  request 

Budget 
authority         Outlays 

Committee 
recommendation 

Major  issue  or 

Budget 
authority         Outlays 
(difference)    (difference) 

Comment 

None. 

$0.0            $0.0 

$0.0            $0.0 

None 
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II.  PRESIDENT'S  BUDGET  REQUESTS  FOR  NEW  AND  EXPANDED  PROGRAMS  WHICH 
WOULD  REQUIRE  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


Presidents 

i  request 
Outlays 

Committee 
recommendation 

Legislative                                   Budget 
proposal                                   authority 

Budget 
authority          Outlays 
(difference)    (difference) 

(705)    Other    veterans    benefits 
and  services: 

Grants  for  construction  and 
operation  o^  State  ceme- 
teries: H.R.  5803  would 
authorize  a  50-50  Federal 
grant  program  with  State 
governments  for  the  con- 
struction, improvement, 
and  maintenance  of  vet- 
erans' cemeteries. 


$5.0 


$4.0 


$1.0 


(-4) 


$1.0 
(-3) 


The  committee  will  report  a  bill  in 
lieu  of  the  President's  proposal. 


Comment 

Under  existing  law,  in  addition  to  the  amount  of  $250  payable  for  burial  or  funeral  ex- 
penses of  an  eligible  veteran,  the  Administrator  may  pay  a  sum  not  exceeding  $150  as  a  plot 
or  interment  allowance  if  the  veteran  is  not  buried  in  a  national  cemetery  or  other  cemetery 
under  jurisdiction  of  the  United  States.  If  any  part  of  the  plot  or  interment  expense  has  been 
paid  or  assumed  by  a  State,  State  agency  or  political  subdivision  of  a  State,  or  the  employer  of 
the  deceased  veteran,  the  Administrator  may  not  pay  as  a  plot  or  interment  allowance  any 
more  than  the  difference  between  the  entire  expenses  incurred  and  the  amount  paid  or  as- 
sumed by  any  such  entity.  Also,  such  payment  may  not  exceed  $150. 

On  March  11,  the  full  committee  ordered  reported  H.R.  12115.  The  bill  would  authorize 
the  Administrator  of  Veterans'  Affairs  to  pay  a  $150  plot  allowance  to  any  State,  agency  or 
political  subdivision  thereof,  in  which  any  eligible  veteran  is  buried  in  a  cemetery  or  section 
used  for  interment  of  persons  eligible  for  burial  in  a  national  cemetery. 

III.  PRESIDENT'S  BUDGET  REQUESTS  FOR  REDUCTIONS  IN  EXISTING  PROGRAMS  WHICH 
WOULD  REQUIRE  AMENDMENT  OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


President's  request 


authority  Outlays 


Budget 

authority         Outlays 
(difference)    (difference) 


(701)      Income 
veterans: 


security      for 


Burial  allowances:  Elimi- 
nate veterans  burial  pay- 
ments in  instances  and  to 
the  extent  that  they  dupli- 
cate other  federally  fi- 
nanced benefits. 


$-85.0     $-85.0        $0.0 


(+85)        (  +  85) 


Comment 

Public  Law  93-43  authorized  a  $150  burial  plot  allowance  in  addition  to  the  $250  allowed 
to  cover  the  burial  and  funeral  expenses  of  a  deceased  veteran.  Burial  allowances  which  were 
originally  authorized  to  avoid  burial  of  war  veterans  in  a  potters  field  date  back  to  the  War 
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Risk  Insurance  Act  of  1917  which  provided  for  the  payment  of  burial  expenses  not  to  exceed 
$100  for  certain  individuals  whose  death  occurred  before  discharge  or  resignation  from  serv- 
ice. This  provision  was  amended  in  1923  to  extend  payment  of  $100  allowance  for  veterans 
who  died  without  sufficient  assets  to  meet  the  expense  of  burial  or  where  such  expenses  were 
not  otherwise  provided  for.  The  amount  was  reduced  to  $75  under  the  Economy  Act  by  Exec- 
utive order  in  1933  and  restored  by  Executive  order  in  1934.  In  1936  the  assets  limitations 
previously  contained  in  the  law  were  removed.  Ten  years  later  in  1946  the  allowance  was 
increased  from  a  maximum  $100  to  $150  (Public  Law  79-529),  and  in  1958  it  was  again  in- 
creased to  $250  (Public  Law  85-674). 

Today,  the  maximum  allowed  is  $400 — $250  to  cover  burial  and  funeral  expenses,  and 
$150  as  a  plot  or  interment  allowance.  The  total  sum  currently  allowed  is  the  sum  recom- 
mended by  the  Veterans  Advisory  Commission  appointed  by  President  Johnson  in  1967.  When 
it  issued  its  recommendations  in  1968,  the  Commission  recommended  that  the  burial  allowance 
for  veterans  be  increased  to  $400,  $100  of  which  would  be  reserved  for  payment  toward  a 
gravesite  for  those  not  buried  in  national  cemeteries,  and  that  "the  burial  allowance  not  be 
denied  to  any  veteran  because  of  the  existence  of  any  other  burial  or  death  benefit,  public  or 
private." 

Committee 
President' '»  request  recommendation 


Budget 
authority  Outlays 

(difference)    (difference) 


(702)  Veterans  education,  train- 
ing and  rehabilitation: 

Readjustment  benefits:   Re-  $-623.5  $-623.5       $0.0  $0.0 

peal  the  2-year  delimiting 

date  extension  for  veter-  ( +  623.  5 )  ( +  623.  5 ) 

ans  education  provided  by 
Public  Law  93-337. 

Comment 

The  committee  is  not  expected  to  approve  legislation  to  implement  the  President's  recom- 
mendation. Under  current  law,  no  educational  assistance  shall  be  afforded  an  eligible  veteran 
under  chapter  34  beyond  the  date  10  years  after  his  last  discharge  or  release  from  active  duty 
after  January  31,  1955.  Prior  to  the  enactment  of  Public  Law  93-337,  the  delimiting  period 
for  completion  was  8  years.  Even  though  the  administration  strongly  opposed  the  extension, 
the  Congress,  by  an  overwhelming  majority,  felt  the  Vietnam  era  veteran  upon  discharge  from 
service  encountered  special  difficulties  in  readjusting  to  civilian  life  and,  thus,  needed  addi- 
tional time  in  which  to  complete  his  education  and  training  program. 

During  the  past  2  years,  the  President  has  recommended  that  the  2-year  extension  of  the 
delimiting  period  be  repealed. 

Generally  the  World  War  II  veteran  had  4  years  from  the  date  of  his  separation  from  the 
service  or  the  end  of  the  war,  whichever  was  the  later  date,  in  which  to  commence  his  pro- 
gram of  education  and  was  allowed  a  period  of  9  years  from  such  dates  in  which  to  use  his 
entitlement.  The  Korean  veteran  had  3  years  following  separation  from  service  in  which  to 
commence,  and  8  years  from  the  date  of  such  discharge  in  which  to  complete  his  program  of 
education. 

Although  there  is  some  basis  to  support  the  argument  that  veterans  serving  after  Janu- 
ary 31,  1955  have  received  "favored  treatment"  when  compared  with  World  War  II  and 
Korean  veterans,  the  committee,  and  the  Congress,  have  recognized  the  special  readjustment 
problems  of  the  Vietnam  veteran  by  providing  him  with  an  additional  2  years  in  which  to 
complete  his  education  program.  Therefore,  the  committee  is  not  expected  to  repeal  the  2-year 
extension  as  proposed  by  the  President. 
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President's  request 


Budget 
Legislative  Budget  authority  Outlays 

proposal  authority  Outlays       (difference)    (difference) 


Terminate  the  predischarge  edu-  $  -  23.  9     $  -  28.  9      $  -  28.  9     $  -  28. 
cation  progTam   (PREP),  ef- 
fective July  1, 197G.  (0)  (0) 

Terminate    the    education    pro-    -25.1       -25.1       -25.1       —25.: 
gTam  eligibility  for  those  en- 
tering  service   after   July   1,  (0)  (0) 
1976. 


Comment 

On  October  6,  1975,  the  House  passed  and  sent  to  the  Senate,  H.R.  9576.  Among  other 
things,  this  bill  would  terminate  education  program  eligibility  for  those  entering  service  after 
December  31, 1975 ;  repeal  the  predischarge  education  program  (PREP)  and  extend  the  maxi- 
mum educational  benefits  to  45  months  for  all  eligible  veterans. 

Since  the  Senate  failed  to  act  on  the  House  passed  bill  by  the  termination  date,  the  com- 
mittee is  expected  to  accept  the  termination  date  now  suggested  by  the  President  and  the  cost 
savings  he  has  estimated  which  total  $54  million  in  new  budget  authority  and  outlays  for  fiscal 
year  1977. 

It  should  be  noted,  however,  that  the  provision  in  H.R.  9576  to  extend  the  maximum  edu- 
cational benefits  from  36  to  45  months  for  all  eligible  veterans  is  estimated  to  cost  approxi- 
mately $124.1  million  in  fiscal  year  1977.  Also,  the  housing  provisions  of  the  bill  would  require 
an  additional  $2.7  million.  Therefore,  the  difference  between  the  cost  savings  recommended 
by  the  President  (and  acceptable  to  the  committee),  and  the  additional  costs  included  in 
H.R.  9576  for  the  additional  9  months  of  entitlement  is  $72.8  million  in  new  budget  authority 
in  fiscal  year  1977  and  $72.8  million  in  additional  outlays.  This  additional  entitlement  pro- 
vision of  H.R.  9576  is  discussed  later  in  this  report  under  congressional  initiatives. 


President's  request 

Committee 
recommendation 

Legislative                                 Budget 
proposal                                 authority         Outlays 

Budget 
authority          Outlays 
(difference)    (difference) 

Eliminate    correspondence    and  $  —  35.0     $  —  35.0 
flight  training,  effective  July  1, 
1976. 

$0.0               $0.0 

(  +  35)        (+35) 

Comment 

The  administration  has  not  yet  submitted  proposed  legislation  to  carry  out  this  purpose. 
The  committee  has  some  doubts  as  to  the  equity  in  terminating  correspondence  and  flight 
training  programs  at  this  late  date. 

Committee 
President's  request  recommendation 


Budget 
authority  Outlays 

(difference)    (difference) 


(703)  Hospital  and  medical  care 
for  veterans: 

H.R.  4009,  provides  for  $-130.0  $-130.0  Minimal  Minimal 
reimbursement  to  the  Vet- 
erans' Administration  by  (  +  130)  (  +  130) 
private  carriers  for  the 
cost  of  medical  care  and 
treatment  provided  to 
non-service-connected  vet- 
erans. 
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Comment 

The  committee  is  expected  to  consider  legislation  to  implement  the  President's  recom- 
mendation. Last  year  the  President  submitted  to  Congress  legislation  to  carry  out  this  pur- 
pose. H.R.  4009  was  introduced  by  the  chairman  of  the  Subcommittee  on  Hospitals  and  the 
ranking  minority  member  of  the  full  committee  by  request. 

Under  existing  law,  a  veteran  of  any  war  or  of  service  after  January  31,  1955,  who  is 
under  age  65,  is  eligible  for  necessary  hospital  care  for  a  non-service-connected  disability  if  he 
is  unable  to  defray  the  expenses  of  private  hospital  care.  (Veterans  who  are  age  65  or  older 
are  entitled  to  such  care  without  regard  to  their  ability  to  bear  the  cost  of  private  care.) 

VA  cannot  administratively  deny  hospital  admission  to  veterans  who  file  the  required 
statement  of  inability  to  pay,  even  though  they  have  private  hospitalization  coverage. 

H.R.  4009,  if  enacted,  would  end  apparent  inequitable  practices.  It  would  require  that  non- 
service-connected  veterans  be  charged  for  care  in  a  Veterans'  Administration  hospital  to  the 
extent  that  they  are  entitled  to  care,  or  reimbursement  for  the  cost  of  care  under  a  health 
insurance  policy  or  contract. 

It  would  also  prohibit,  prospectively,  the  exclusion  of  Veterans'  Administration  non- 
service-connected  hospitalization  from  coverage  under  such  policies  or  contracts  if  such  care 
would  be  covered  when  furnished  by  other  public  or  private  facilities. 

VA  estimates  that  the  enactment  of  this  bill  in  its  present  form  would  save  the  Govern- 
ment some  $130  million  during  the  first  year  and  each  year  thereafter,  however,  based  on 
recent  discussions  with  the  Veterans'  Administration,  there  is  reason  to  believe  the  cost  sav- 
ings will  not  occur  until  the  second  year  following  enactment  of  the  proposed  legislation. 

IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  millions  of  dollars] 

Identify  initiative  Budget  authority  Outlays 

( 701 )  Income  security  for  veterans :  $393.0  $393.0 

Service-connected  compensation:  H.R.  11829,  to  in- 
crease rates  of  disability  compensation  for  service- 
connected  veterans  and  dependency  and  indemnity 
compensation  for  certain  survivors  of  veterans  dying 
of  service-connected  causes. 

Comment 

The  present  disability  compensation  for  veterans  and  dependency  and  indemnity  compen- 
sation rates  for  widows  and  orphans  were  last  increased  on  August  1,  1975.  Since  that  time 
the  cost-of-living  has  risen  about  2.7  percent.  An  inflation  rate  of  6  percent  or  more  is  ex- 
pected during  this  calendar  year. 

The  committee  plans  to  hold  early  hearings  on  the  compensation  program  and  will  con- 
sider a  bill  soon  after  targets  are  established  in  the  first  concurrent  budget  resolution.  Since 
veterans'  compensation,  pension,  insurance,  and  readjustment  benefits  are  not  automatically 
adjusted  for  increases  in  the  cost  of  living  under  current  law,  the  committee  has,  through  the 
years,  adjusted  these  benefits  periodically  to  reflect  the  increases  in  the  cost-of-living. 

The  committee  is  expected  to  consider  a  bill  to  provide  an  equitable  cost-of-living  increase 
which  we  estimate  at  this  time  to  be  about  8  percent.  An  increase  at  this  level,  becoming  effec- 
tive October  1,  1976,  wrould  cost  an  additional  $393  million  in  fiscal  year  1977.  Should  hear- 
ings disclose  that  an  equitable  adjustment  of  rates  should  be  higher  or  lower,  the  bill  being 
considered  would  be  so  adjusted. 

Identify  initiative  Budget  authority  Outlays 

To  direct  the  Administrator  to  conduct  a  scientific  study  $0.4  $0.4 

to   determine   the   relationship   between   amputations 
and  cardiovascular  disorders. 
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Comment 

There  is  some  evidence  that  the  amputee  veteran  is  subject  to  a  greater  incidence  of 
heart  failure  than  the  nondisabled  or  less  severely  disabled  veteran.  Claims  for  service-con- 
nection for  heart  failure  suffered  by  amputee  veterans  are  of  tan  denied  by  the  Veterans'  Ad- 
ministration on  the  basis  that  the  evidence  of  causal  relationship  to  the  service-connected 
amputation  is  not  conclusive. 

Identify  initiative  Budget  authority  Outlays 

To  direct  the  Administrator  to  conduct  a  scientific  study  $1.1  $1.1 

to  determine  the  adverse  effects,  if  any,  of  age  upon 
persons  with  service-connected  disabilities. 

Comment 

Section  355  of  title  38,  United  States  Code,  requires  the  Administrator  of  Veterans' 
Affairs  to  adopt  and  apply  a  schedule  of  ratings  of  reductions  in  earning  capacity  from  specific 
injuries  or  combination  of  injuries.  The  ratings  are  based,  as  far  as  practicable,  upon  the 
average  impairment  of  earning  capacity  resulting  from  such  injuries  in  civil  occupations. 

Paragraph  17  of  the  schedule  for  rating  disabilities  provides  that  for  pension  purposes 
the  percentage  of  disability  requirements  will  be  reduced  on  the  attainment  of  age  55  with 
further  reductions  at  age  60  or  65.  Paragraph  19  of  the  same  schedule,  however,  provides  that 
age  may  not  be  considered  as  a  factor  in  evaluating  service-connected  cases,  associated  with 
advancing  age  or  intercurrent  disability. 

Identify  initiative  Budget  authority  Outlays 

To  provide  additional  compensation  for  a  veteran  with  a  Minimal  Minimal 

dependent  spouse  or  child  in  need  of  regular  aid  and 
attendance. 

Comment 

The  proposed  legislation  would  provide  an  additional  monthly  allowance  for  each  spouse 
or  child  who  is  (1)  a  patient  in  a  nursing  home;  (2)  helpless  or  blind;  or  (3)  so  nearly  help- 
less or  blind  as  to  need  or  require  the  regular  aid  and  attendance  of  another  person. 

Under  current  law,  an  additional  dependency  and  indemnity  compensation  benefit  of  $72 
per  month  is  paid  to  a  widow  or  child  who  requires  regular  aid  and  attendance.  This  same 
special  benefit  is  not  paid  for  a  helpless  child  or  the  wife  of  a  living  veteran  who  is  rated  50  per- 
cent or  more  for  a  service-connected  disability. 

Identify  initiative  Budget  authority  Outlays 

Non-service-connected  pensions: 

Increase  in  pension  and  in  parents  dependency  and  $450.0  $450.0 

indemnity    compensation     rates,     and     for    other 
purposes. 

Comment 

Last  year  Public  Law  94-169  was  enacted,  providing  for  a  rate  increase  of  8  percent  and 
an  increase  of  $300  in  the  maximum  income  limitations  effective  January  1,  1976.  The  Senate 
limited  the  increase  from  January  1  through  September  30,  1976.  The  committee  expects  to 
consider  a  bill  continuing  the  increase  beyond  the  September  30  date. 
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The  Senate  also  passed  and  sent  to  the  House  S.  2635,  a  pension  reform  measure  that 
would  restructure  the  current  need-based  pension  program.  Although  the  committee  has  not 
held  hearings  on  the  Senate  bill,  the  committee  intends  to  schedule  hearings  later  in  the  session. 

Social  security  recipients  are  expected  to  receive  another  increase  this  year  and  the 
amount  of  such  increase  must  be  taken  into  consideration  in  any  adjustment  in  the  pension 
program.  Based  on  the  results  of  our  hearings  on  S.  2635,  the  committee  will  decide  whether 
to  report  some  form  of  pension  reform  measure  or  report  a  bill  that  would  make  equitable 
adjustments  in  the  current  program  not  inconsistent  with  increases  in  costs  of  living  and 
other  incomes  available  to  pensioners. 

Identify  initiative  Budget  authority  Outlays 

Insurance  programs: 
To  provide  certain  persons  insured  under  Service-  $0.8  $0.2 

men's  Group  Life  Insurance  (SGLI)  with  a  choice 
of  conversion  to  either  an  individual  term  or  whole 
life  insurance  policy  or  Veterans'  Group  Life  Insur- 
ance (VGLI)  policy  upon  the  expiration  of  their 
SGLI  coverage. 

Comment 

H.R.  7767,  which  passed  the  House  June  16,  1975,  provided  that  an  eligible  member  may 
convert  his  Servicemen's  Group  Life  Insurance  to  Veterans'  Group  Life  Insurance  or  a  com- 
mercial private  policy  within  120  days  from  his  date  of  discharge  or  release  from  service.  The 
provision  was  not  included  in  the  bill  as  passed  by  the  Senate. 

Under  current  law,  an  individual's  coverage  is  extended  in  most  cases  for  120  days  fol- 
lowing separation  from  active  duty,  at  the  end  of  which  time  he  may  convert  his  coverage  to 
Veterans'  Group  Life  Insurance. 

The  committee  will  consider  giving  the  individual  the  option  of  converting  from  SGLI 
to  VGLI  or  a  private  carrier  upon  discharge  from  service,  and  would  also  allow  the  individual 
to  convert  to  a  term  or  whole  life  policy.  The  bill  would  also  extend  for  an  additional  year  the 
period  during  which  veterans  separated  prior  to  August  1, 1974  could  apply  for  VGLI. 

Identify  initiative  Budget  authority  Outlays 

(702)  Veterans'  education,  training  and  rehabilitation: 
Readjustment  benefits:  To  provide  a  cost  of  living  in-  $390.0  $390.0 

increase  in  the  education  and  training  allowance  for 
eligible  veterans  and  their  dependents. 

Comment 

The  committee  is  expected  to  consider  a  bill  to  increase  education  and  training  allowances. 
The  cost-of-living  index  is  expected  to  increase  around  6  to  7  percent  during  this  calendar  year. 
Any  increase  will  be  in  line  with  the  increases  the  committee  plans  to  consider  for  veterans 
and  dependents  drawing  compensation,  pension,  and  DIC  benefits. 

Identify  initiative  Budget  authority  Outlays 

H.R.  9576:  to  extend  the  maximum  educational  benefits  $72.8  $72.8 

from  36  to  45  months  for  all  eligible  veterans. 
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Comment 

The  provision  in  H.R.  9576  to  extend  the  maximum  educational  benefits  from  36  to  45 
months  for  all  eligible  veterans  is  estimated  to  cost  approximately  $124.1  million  in  fiscal  year 
1977.  However,  the  difference  between  the  cost  savings  recommended  by  the  President  by 
terminating  GI  education  eligibility,  and  outlays  required  in  1977  for  the  additional  9-month 
entitlement,  is  estimated  to  be  about  $72.8  million. 

The  bill  passed  the  House  on  October  6, 1975. 

Identify  initiative  Budget  authority  Outlays 

H.R.  9576 :  to  permit  the  continuation  of  the  Veterans'  $2.7  $2.7 

Administration's  home  loan  program  for  eligible 
veterans  who  served  on  active  duty  after  January  31, 
1955;  and  grant  entitlement  for  loan  guaranty  benefits 
to  those  persons  whose  sole  period  of  service  occurred 
between  July  26,  1947,  and  June  26,  1950. 

Comment 

This  provision  was  included  in  H.R.  9576  that  passed  the  House  on  October  6,  1975. 


Identify  initiative  Budget  authority  Outlays 

To  extend  the  period  of  time  during  which  seriously  serv-  $1.5  $1.5 

ice-connected  disabled  veterans  may  be  afforded  voca- 
tional rehabilitation  training;  to  make  improvements 
in  the  educational  assistance  programs  and  for  other 
purposes. 

Comment 

The  proposed  legislation  would  repeal  the  June  30,  1975  termination  date  provided  in 
current  law  for  the  training  of  blinded  and  seriously  disabled  veterans  in  World  War  II  and 
the  Korean  conflict.  In  lieu  of  this  date,  the  Administrator  of  Veterans'  Affairs  would  be 
granted  discretionary  authority  to  extend  entitlement  for  such  periods  as  he  deems 
appropriate. 

As  a  result  of  the  June  30,  1975  termination  date,  many  seriously  disabled  veterans  then 
in  training  were  cut  off  from  Veterans'  Administration  benefits  before  they  had  completed  the 
training  they  needed  to  regain  employability.  In  addition,  seriously  disabled  veterans  of  these 
war  periods  who  have  not  yet  entered  training,  but  who  will  need  training  in  the  years  ahead, 
such  as  those  whose  disability  has  prevented  their  entrance  into  training,  and  those  whose 
service-connected  conditions  have  worsened,  would  be  aided  by  the  proposed  change  in  the 
law.  The  discretionary  authority  would  permit  the  Veterans'  Administration  to  aid  these  de- 
serving veterans  in  regaining  employability. 

The  proposed  legislation  would  also  amend  chapters  34  and  35  of  title  38,  relating  to 
the  approval  of  the  enrollment  of  veterans  and  their  dependents  in  independent  study  pro- 
grams, and  would  also  tighten  current  law  affecting  overpayments  in  the  education  program 
and  in  the  establishment  of  branch  schools. 

Identify  initiative  Budget  authority  Outlays 

(703)  Hospital  and  medical  care  for  veterans: 

Medical  care:  H.R.  10268,  to  clarify  the  purposes  for  Administrative  Administrative 

which  the  Administrator  of  Veterans'  Affairs  may  costs  only  costs  only 

release  the  names  and  addresses  of  present  and 
former  personnel  of  the  armed  services  and  their 
dependents. 
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Comment 

The  House  passed  H.R.  10268  on  December  15,  1975  and  the  bill  is  now  pending  in  the 

Senate. 


Identify  initiative 


Budget  authority 


Outlays 


H.R.  2735,  to  provide  for  annual  investigations  by  the 
Administrator  of  Veterans'  Affairs  into  the  cost  of 
travel  by  veterans  to  VA  medical  facilities. 


$0.0 


$0.0 


Comment 

The  bill  passed  the  House  on  December  15,  1975.  There  would  be  negligible  cost  to  the 
Government  for  the  annual  studies. 


Identify  initiative 


Budget  authority 


Outlays 


H.R.  1547,  to  extend  medical  benefits  to  the  survivors  of 
any  veteran  who  at  the  time  of  death  was  suffering 
from  a  total  and  permanent  service-connected  dis- 
ability. 


$.057 


$.057 


Comment 

The  bill  passed  the  House  on  December  15, 1975. 


Identify  initiative 


Budget  authority 


Outlays 


H.R.  10394,  to  increase  the  per  diem  rate  for  treatment 
of  veterans  in  State  veterans'  homes. 


$13.8 


Comment 

The  bill  passed  the  House  on  December  15, 1975. 


Identify  initiative 


Budget  authority 


Outlays 


H.R.  71,  to  provide  hospital  and  medical  care  to  certain 
members  of  the  armed  forces  of  nations  allied  or  asso- 
ciated with  the  United  States  in  World  War  I  or  World 
War  II. 


Unknown 


Comment 

The  bill  passed  the  House  September  10, 1975. 


Identify  initiative 

Budget  authority 

Outlays 

H.R.  3348,  to  extend  and  improve  the  program  of  ex- 
change of  medical  information  between  the  Veterans' 
Administration  and  the   medical   community. 

$4.0 

$4.0 

Comment 

The  bill  passed  the  House  June  16,  1975. 

Identify  initiative 

Budget  authority 

Outlays 

H.R.  3347,  to  simplify  and  make  uniform  the  eligibil- 
ity requirements  of  all  types  of  VA  health  care  and 
treatment  so  that  generally  if  a  veteran  is  eligible  for 
VA  treatment,  he  is  eligible  for  any  of  the  health  serv- 
ices offered  by  VA,  without  regard  to  whether  the  con- 
dition is  service-connected  or  non-service-connected. 


$79.5 
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Comment 

This  bill  would  amend  title  38  of  the  United  States  Code  in  order  to  revise  the  eligibility 
requirements  and  the  medical  benefits  provided  to  eligible  veterans,  and  for  other  purposes. 

The  bill  is  similar  in  purpose  to  draft  legislation  recommended  by  the  special  task  force 
appointed  last  year  by  the  Chief  Medical  Director  after  studying  the  problem  of  veteran  eligi- 
bility for  medical  care.  It  is  designed  to  simplify  and  make  uniform  the  eligibility  require- 
ments to  all  types  of  health  care  and  treatment,  so  that  generally  if  a  veteran  is  eligible  for 
VA  treatment  he  is  eligible  for  any  of  the  health  services  offered  by  VA,  without  regard  to 
whether  the  condition  is  service-connected  or  non-service-connected. 

The  eligibility  provisions  of  section  610,  title  38,  are  restated  to  pertain  to  health  services 
rather  than  to  specific  types  of  care,  but  are  expanded  so  that  any  veteran  with  a  service-con- 
nected condition  is  eligible  for  the  complete  range  of  health  services. 

The  humanitarian  emergency  treatment  of  section  611,  title  38,  becomes  applicable  to  any 
of  the  health  services  instead  of  being  limited  to  just  hospital  care.  In  addition,  section  611 
would  authorize  the  Administrator  to  furnish  health  services  to  any  veteran,  not  eligible  under 
section  610,  if  a  State  or  local  health  official  were  to  certify  that  non-Federal  medical  facilities 
are  not  adequate  to  meet  the  medical  needs  of  the  community. 

The  bill  would  also  amend  section  618,  title  38,  to  allow  the  Administrator  to  utilize  the 
services  of  patients  and  members  in  VA  hospitals  and  domiciliaries  for  therapeutic  and  re- 
habilitative purposes,  at  nominal  remuneration  or  without  remuneration.  Current  law  re- 
quires that  nominal  remuneration  be  paid  for  such  services. 

Finally,  the  bill  would  amend  section  620,  title  38,  to  authorize  community  nursing  home 
care  by  direct  admission  for  all  eligible  veterans,  thus  deleting  the  present  requirement  of  a 
prior  VA  hospitalization  episode  with  admission  by  transfer,  unless  the  condition  is  service- 
connected.  It  would  retain  the  current  6-month  limitation  for  a  non-service-connected  veteran. 

Identify  initiative  Budget  authority  Outlays 

H.E.  81S4,  to  provide  hospital  care  and  medical  services  $0.26  $0.26 

in  Veterans'  Administration  facilities  to  Philippine 
Commonwealth  Army  veterans  for  service-connected 
disabilities  at  such  times  as  such  veterans  may  re- 
quire such  care  and  services  while  within  the  United 
States. 

Comment 

This  bill  would  amend  title  38  of  the  United  States  Code  in  order  to  provide  hospital  care 
and  medical  services  in  Veterans'  Administration  facilities  to  Commonwealth  Army  veterans 
for  service-connected  disabilities  at  such  times  as  such  veterans  may  require  such  care  and 
services  while  within  the  United  States. 

The  bill  would  amend  section  632  of  title  38,  United  States  Code,  to  provide  that  any 
Commonwealth  Army  veteran  who,  while  within  the  United  States,  has  need  of  hospital  care 
or  medical  services  for  any  service-connected  disability,  is  entitled  to  receive  such  care  or 
services  without  charge  in  any  Veterans'  Administration  facility. 

A  Commonwealth  Army  veteran  is  defined  as  any  person  who  served  before  July  1,  1946, 
in  the  organized  military  forces  of  the  Government  of  the  Philippines,  while  such  forces  were 
in  the  service  of  the  Armed  Forces  of  the  United  States  pursuant  to  the  military  order  of  the 
President  of  the  United  States  dated  July  26,  1941.  Included  among  such  military  forces  are 
the  organized  guerrilla  forces  under  commanders  appointed,  designated,  or  subsequently 
recognized  by  the  Commander  in  Chief,  Southwest  Pacific  Area,  or  other  competent  authority 
in  the  Army  of  the  United  States,  provided  that  such  persons  were  discharged  or  released  from 
such  service  under  conditions  other  than  dishonorable. 
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Under  current  law,  medical  benefits  for  Filipino  veterans  are  provided  through  a  VA 
grant-in-aid  program,  primarily  for  inpatient  care  at  the  Veterans  Memorial  Hospital,  Quezon 
City,  Republic  of  the  Philippines.  The  bill  would  grant  the  same  benefit  to  Commonwealth 
Army  veterans  in  the  United  States  that  they  are  now  entitled  to  when  in  the  Philippines. 

Identify  initiative  Budget  authority  Outlays 

To  clarify  the  authority  of  the  Administrator  of  Vet-  $5.0  $5.0 

erans'  Affairs  to  provide  medical  rehabilitative  serv- 
ices in  the  form  of  compensated  work  therapy  for 
patients  and  members  at  VA  medical  facilities. 

Comment 

The  development  of  compensated  work  therapy  (CWT)  programs  in  the  Veterans'  Ad- 
ministration began  in  the  1950's.  The  purpose  of  the  program  was  to  provide  realistic  work 
experiences  for  patients  who  would  soon  be  returning  to  competitive  industry  in  the  com- 
munity. Another  purpose  was  to  motivate  chronically  ill  patients  who  had  reached  a  plateau 
in  treatment  and  were  making  minimal  progress.  An  important  ingredient  was  the  fact  that 
the  work  was  being  done  for  industry  in  the  c  and  patients  did  not  see  it  as  "make 

work."  Initial  jobs  accepted  were  of  a  routine  repetitive  nature.  From  the  beginning,  in  the 
1950's  to  1976  CWT  has  expanded  to  include  programs  in  52  health  care  facilities,  with  20  more 
to  be  started  as  soon  as  Agency  policy  guidelines  are  clarified.  It  is  anticipated  that  there 
would  also  be  an  effective  treatment  modality  in  dcmiciliaries  though  there  is  a  minimal 
amount  of  current  domiciliary  involvement  in  the  program  at  the  present  time. 

Focus  of  CWT  has  moved  from  a  primary  aim  as  a  sheltered  work  setting,  to  a  several- 
fold  purpose — including  (A)  transitional  form  for  patients  returning  to  competitive  em- 
ployment in  the  community ;  (B)  work  activity  center  for  those  continuing  to  need  a  sheltered 
work  environment;  (C)  evaluation  center  for  individuals  needing  to  reestablish  or  even  es- 
tablish job  plans  :  and  (D)  as  a  temporary  crisis-relieving  environment  in  which  work- related 
problems  can  be  dealt  with  in  a  job  setting. 

The  bill  makes  it  possible  to  retain  the  association  with  nonprofit  corporations,  as  well  as 
to  approve  the  establishment  of  new  ones,  subject  to  the  approval  of  the  Administrator. 

There  appears  to  be  a  need  for  this  enabling  legislation  so  that  the  VA  can  establish 
policy  guidelines  regarding  operation  of  and  accounting  by  these  programs.  If  this  legislation 
is  passed  it  will  make  it  possible  to  further  develop  a  work  therapy  program  that  has  been 
acknowledged  as  being  an  important  aspect  of  the  VA  health  care  program. 

Identify  initiative  Budget  authority  Outl 

H.R.  3346,  to  authorize  the  Administrator  to  prescribe  $0.0  SO.O 

regulations  to  establish  first  priority  outpatient  treat- 
ment  to   veterans    for    service-connected    disabil 

Comment 

This  bill  would  direct  the  Administrator  of  Veterans'  Affairs  to  establish  priority  treat- 
ment to  veterans  with  service-connected  disabilities. 

The  service-connected  veteran  has,  historically  and  factually,  been  considered  as  being 
entitled  to  first  priority  for  care  when  it  has  been  necessary  to  formalize  procedures.  This 
consideration  has  been  based  on  the  well-founded  principle  that  priorities  should  be  given  to 
the  care  and  treatment  of  conditions  of  veterans  who  suffered  a  disability  as  the  result  of 
active  military  service.  The  only  exception  as  to  which  veteran  will  have  first  priority  will  be 
the  veteran  requiring  emergency  care,  regardless  of  service-connected  or  non-service-con- 
nected status. 
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Due  to  the  Vetei-ans'  Administration  increasing  workload  today,  the  VA  has  failed  to 
properly  identify  those  veterans  with  service-connected  disabilities  so  that  priority  attention 
may  be  provided  to  them. 

The  purpose  of  this  bill,  therefore,  is  to  provide  that  every  medical  file  for  a  veteran  with 
a  service-connected  disability  will  be  boldly  identified  as  one  in  which  the  patient  has  priority 
with  the  exception  of  any  veteran  who  requires  emergency  care,  and  that  this  identification 
will  help  to  insure  that  all  VA  employees  will  expedite  service  accordingly  to  these  patients 
having  the  higher  eligibility  status. 

Identify  initiative  Budget  authority  Outlays 

H.R.  1543,  to  authorize  the  Administrator  of  Veterans'  Minimal  Minimal 

Affairs    to    provide    community    nursing    home    care 
when  the  cost  of  such  care  will  not  exceed  45  percent  " 
of  the  cost  furnished  in  a  VA  facility. 

Comment 

This  bill  would  authorize  payment  of  a  higher  proportion  of  hospital  costs  in  establishing 
amounts  payable  for  nursing  home  care  of  certain  veterans.  It  would  increase  the  maximum 
amount  payable  for  community  nursing  home  care  from  40  percent  to  45  percent  of  the  cost 
of  care  in  VA  general  hospitals. 

This  bill  will  provide  needed  flexibility  for  the  VA  to  parallel  other  Federal/State  public 
assistance  payments  and  compete  for  skilled  nursing  beds  in  community  facilities.  It  would 
enable  VA  to  provide  community  nursing  home  care  to  veterans  in  some  areas  where  the 
current  limitation  on  payments  for  this  purpose  restricts  their  ability  to  provide  needed  care. 

Although  VA's  nationwide  average  per  diem  payment  for  community  nursing  home  care 
is  below  the  maximum  rate,  the  maximum  allowed  under  the  curren.  tatute  is  paid  in  the 
States  of  Connecticut,  New  York,  New  Jersey,  Michigan,  Alaska,  and  Hawaii.  A  higher  maxi- 
mum rate  would  enable  VA  to  provide  community  nursing  home  care  to  veterans  in  some 
areas  where  the  current  limitation  on  payments  restricts  the  agency's  ability.  Since  a  higher 
maximum  rate  would  impact  costs  in  only  a  few  localities,  the  cost  of  this  legislation  would 
be  minimal. 

Identify  initiative  Budget  authority  Outlays 

H.R.  G087,  to  provide  any  outpatient  dental  treatment  $5.5  $5.5 

to  any  veteran  with  service-connected  disabilities  of 
80  percent  or  more. 

Comment 

This  bill  would  amend  section  612(b)  of  title  38,  United  States  Code,  to  provide  any  out- 
patient dental  service  and  treatment  to  any  veteran  who  has  a  service-connected  disability  of 
80  percent  or  more. 

The  bill  would  amend  section  612(b)  of  title  38  to  permit  the  furnishing  of  unrestricted 
outpatient  dental  services  and  treatment,  and  related  dental  appliances,  to  any  veteran  who 
has  a  service-connected  disability  rated  at  80  percent  or  more.  Under  present  law  services  and 
treatment  are  provided  only  for  a  compensable,  service-connected  dental  condition,  or,  if  the 
condition  is  service-connected,  but  noncompensable,  the  treatment  is  limited  to  a  one-time  com- 
pletion basis,  and  then  only  if  application  is  made  within  1  year  after  discharge.  The  proposal 
would  remove  all  limitations  for  this  class  of  veterans  and  make  them  eligible  for  outpatient 
dental  care  and  treatment  for  non-service-connected  dental  conditions  as  well  as  service-con- 
nected conditions  which  do  not  meet  the  criteria  otherwise  applicable. 
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Identify  initiative  Budget  authority  Outlays 

Extension  of  Public  Law  94-123,  Veterans'  Administra-  $6.0  $6.0 

tion  Physician  and  Dentist  Pay  Comparability  Act  of 
1975. 

Comment 

Last  year  Public  Law  94-123  was  enacted,  providing  additional  pay  to  VA  physicians  and 
dentists.  Unless  the  problem  of  recruiting  and  retaining  physicians  and  dentists  in  the  federal 
system  is  not  resolved  prior  to  August  1,  the  committee  will  consider  extending  Public  Law 
94-123  for  1  additional  year. 

Identify  initiative  Budget  authority  Outlays 

Construction  of  hospital  and  domiciliary  facilities:  To  $0.0  $0.0 

revise  the  provisions  of  title  38,  United  States  Code, 
relating  to  the  construction,  alteration,  and  acquisi- 
tion of  Veterans'  Administration  medical  facilities. 

Comment 

The  bill  would  provide  that  no  appropriation  be  made  to  construct,  alter,  or  otherwise 
acquire  any  medical  facility  which  involves  a  total  expenditure  of  more  than  $500,000  without 
approval  of  the  Veterans'  Affairs  Committees  of  the  House  and  Senate,  and  no  appropriation 
could  be  made  to  lease  any  space  at  an  average  annual  rental  of  more  than  $200,000  for  use 
as  a  medical  facility  without  such  approval. 

Title  38,  United  States  Code,  section  5001(c)  states  that  "The  location  of  each  hospital 
or  domiciliary  and  its  nature  (whether  for  domiciliary  care  or  the  treatment  of  tuberculosis, 
neuropsychiatric  cases,  or  general  medical  and  surgical  cases)  shall  be  within  the  discretion 
of  the  Administrator,  subject  to  the  approval  of  the  President." 

In  1944  Congress  authorized  expansion  of  the  VA  hospital  system  by  appropriating  $1.1 
billion  to  add  approximately  49,000  new  beds  to  the  VA  system.  In  1958,  because  of  concern 
that  VA  hospitals  were  not  keeping  pace  with  those  in  the  private  medical  sector,  the  Admin- 
istrator appointed  a  special  task  force,  including  representatives  from  the  Bureau  of  the 
Budget,  to  study  and  appraise  long-range  modernization  and  replacement  requirements.  This 
2-year  study  resulted  in  a  12-year  plan  to  spend  $900  million  to  modernize  65,629  beds  at  72 
existing  pre-World  War  II  hospitals  and  to  construct  11,029  new  beds  to  replace  completely 
outmoded  facilities.  This  plan  was  presented  to  the  House  Veterans'  Affairs  Committee  and 
to  the  Appropriations  Committees  in  support  of  appropriation  requests.  It  was  accepted  by  the 
Bureau  of  the  Budget  and  the  Congress.  Funding  for  the  program  started  in  1961  with  the 
appropriation  of  $75  million  and  this  approximate  level  of  appropriations  was  maintained  for 
the  next  3  years.  The  plan  was  revised  upward  in  1962  to  $1.3  billion  over  a  15-year  period  with 
an  annual  funding  level  of  $90  to  $100  million.  This  new  level  was  reflected  in  appropriations 
of  $98  million  in  fiscal  year  1965  and  $91  million  in  fiscal  year  1966. 

The  1977  construction  budget  for  major  projects  is  $117.5  million  and  $93  million  for 
minor  projects. 

Due  to  inadequate  planning  in  the  last  10  or  more  years,  there  have  been  many  mistakes 
resulting  in  high  cost  overruns.  The  most  recent  example  is  the  Bronx  VA  Hospital  where 
original  estimated  construction  costs  totaled  $65  million.  The  hospital  is  in  its  final  stages  of 
completion  and  the  cost  will  exceed  $115  million. 

In  order  for  the  Congress  to  carry  out  its  oversight  responsibilities  more  effectively  and 
have  more  input  in  the  establishment  of  priorities,  this  legislation  is  imperative.  It  will  compel 
a  comprehensive  review  of  each  major  project  before  it  is  started  and  prior  approval  of  the 
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Veterans'  Affairs  Committees  of  both  the  House  and  Senate.  It  is  believed  that  the  reviews 
required  in  this  legislation  will  materially  improve  the  operation  of  the  VA  construction 
program. 

Additionally,  the  bill  establishes  a  revolving  fund  similar  to  the  canteen  revolving  fund 
which  enables  the  Veterans'  Administration  to  cope  with  one  of  the  most  serious  problems 
existing  in  the  system — inadequate  parking  facilities  at  practically  every  VA  hospital  through- 
out the  country.  This  committee  receives  voluminous  complaints  from  sick  and  disabled  vet- 
erans throughout  the  country  who  complain  of  inadequate  parkng  facilities. 

The  policies  at  each  hospital  differ  as  to  what,  if  anything,  is  charged  to  employees  for 
parking  and  where  to  establish  certain  priorities.  No  charge  is  made  for  patients  or  visitors 
which  is  not  the  case  in  the  private  medical  sector. 

By  establishing  a  revolving  fund  with  uniform  rates,  new  facilities  can  be  constructed 
and  maintained  without  the  use  of  appropriated  funds  thus  saving  the  Federal  Government 
the  cost  of  providing  parking  facilities  at  VA  hospitals. 

Identify  initiative  Budget  authority  Outlays 

(704)  Veterans  housing: 

Mobile  home  loan  guarantee :  H.R.  9063,  to  permit  the  $0.0  $0.0 

Administrator  of  Veterans'  Affairs  to  guarantee  up 
to  50  percent  of  any  mobile  home  loan. 

Comment 

On  August  5,  1974,  the  House  passed  and  sent  to  the  Senate  H.R.  15912.  One  provision 
of  the  bill  would  have  raised  the  maximum  mobile  home  loan  guarantee  from  30  to  50  percent ; 
however,  the  measure  was  not  accepted  by  the  Senate. 

It  is  felt  such  increase  would  substantially  stimulate  activity  by  private  financial  lending 
institutions  in  the  VA  mobile  home  program. 

It  is  also  felt  such  increase  may  encourage  the  Government  National  Mortgage  Associa- 
tion and  the  Federal  National  Mortgage  Association  to  enter  into  the  VA  mobile  home  pro- 
gram, and  in  so  doing,  provide  a  secondary  money  market  for  VA  mobile  home  loans. 

Identify  Initiative  Budget  authority  Outlays 

Direct  Home  Loan  Ceiling: 

To  increase  the  maximum  direct  home  loan  ceiling  from  $0.0  $2.1 

$25,000  to  $29,000. 


Comment 

Since  the  $25,000  maximum  became  effective  on  October  9,  1973,  the  cost  of  housing  has 
substantially  increased. 

Identify  initiative  Budget  authority  Outlays 

Direct  loan  revolving  fund :  H.R.  10944,  to  provide  for  $0.0  $0.0 

the  continuation  of  the  direct  home  loan  revolving  fund. 

Comment 

Legislation  is  necessary  to  continue  availability  of  home  loans  from  the  direct  loan  revolv- 
ing fund. 
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Identify  initiative  Budget  authority  Outlays 

(705)  Other  veterans  benefits  and  services: 

Canteen  service  revolving  fund :  To  improve  the  opera-  $0.0  $0.0 

tion  and  modernize  the  facilities  of  the  Veterans' 
Canteen  Service  of  the  Veterans'  Administration. 

Comment 

The  bill  would  expand  the  sales  policy  at  hospitals  and  homes  of  the  Veterans'  Adminis- 
tration to  include  the  offering  of  merchandise  and  services  to  include  patients  who  are  re- 
ceiving treatment  at  a  VA  facility  on  an  outpatient  basis,  and  to  such  employees,  volunteers, 
visitors,  nonveteran  patients  and  others  as  the  Administrator  may  determine  appropriate. 

Identify  initiative  Budget  authority  Outlays 

Naming  of  veterans'  hospitals : 

H.R.   4034,   to   designate   the   Veterans'   Administra-  $0.0  $0.0 

tion  Hospital  in  Loma  Linda,  Calif.,  as  the  "Jerry 
L.  Pettis  Memorial  Veterans'  Hospital." 


Comment 

The  bill  passed  the  House  on  October  6, 1975. 

Identify  initiative 

Budget  authority 

Outlays 

H.R.  9811,  to  designate  the  Veterans'  Administration 
hospital  in  Madison,  Wis.,  as  the  William  S.  Middleton 
Memorial  Veterans'  Hospital,  and  for  other  purposes. 

$0.0 

$0.0 

Comment 

The  full  committee  ordered  reported  H.R.  9811  on  March  11. 

Identify  initiative 

Budget  authority 

Outlays 

Transfer  of  property:       -----         - 

H.R.    10253,   to   authorize  the  Administrator  of  the  $0.0  $0.0 

Veterans'  Administration  to  convey  certain  real  es- 
tate to  the  Chicago  Medical  School. 

Comment 

The  bill  would  authorize  the  Administrator  of  Veterans'  Affairs  to  convey  by  quitclaim 
deed,  without  monetary  consideration,  to  the  University  of  Health  Sciences/The  Chicago 
Medical  School,  a  private,  nonprofit  institution,  for  medical  purposes,  approximately  87  acres 
of  real  property,  including  improvements  thereon,  on  the  grounds  presently  occupied  by  the 
Veterans'  Administration  Hospital  in  Downey,  111. 

Identify  initiative  Budget  authority  Outlays 

Burial  in  Arlington  National  Cemetery: 

H.R.  12079  to  require  the  Secretary  of  the  Army  to  $0.0  $0.0 

permit  burial  of  certain  veterans  and  their  eligible 
dependents  in  Arlington. 

Comment 

The  Subcommittee  on  Cemeteries  and  Burial  Benefits  has  recommended  H.R.  12079. 
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Identify  initiative 

Budget  authority 

Outlays 

Establishment  of  national  cemeteries: 

H.E.    11140,    to    establish    a    national    cemetery    at 
Quantico,  Va. 

$2.5 

$1.4 

Comment 

The  full  committee  ordered  the  bill  reported  on 

March  11. 

Identify  initiative 

Budget  authority 

Outlays 

H.R.  8891,  to  establish  national  cemeteries  in  California 
and  Massachusetts. 

$0.0 

$4.4 

Comment 

The  bill  passed  the  House  on  November  4, 1975. 

Identify  initiative 

Budget  authority 

Outlays 

H.R.  10505,  to  establish  a  national  cemetery  at  Indian- 
town  Gap,  Pa. 

$2.2 

$0.3 

Identify  initiative 

Budget  authority 

Outlays 

To  establish  national  cemeteries  in  the  Northeast  and 
Southeast  regions. 

$4.5 

$0.3 

Identify  initiative 

Budget  authority 

Outlays 

American  Battle  Monuments  Commission: 

H.R.  8507,  to  revise  the  per  diem  allowance  authorized 
for  members  of  the  American  Battle  Monuments 
Commission. 


Minimal 


Comment 

The  bill  passed  the  House  November  4,  1975. 

V.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE 
AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 


[In  millions  of  dollars] 


President's  request 


Budget 
authority  Outlays 

(.difference)    (difference) 


Medical  Care 

The  Veterans'  Affairs  Committee  will  consider  recommending  to  the  Appropriations 
Committee  an  increase  in  medical  care  funding  of  $53.7  million  in  fiscal  year  1977  for  urgent 
staffing  requirements. 

Justification  for  this  request  is  as  follows : 
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Staffing — Ambulatory /Outpatient  Care 

Passage  of  Public  Law  93-82  which,  among  other  provisions  provided  for  ambulatory/ 
outpatient  care,  has  had  a  tremendous  impact  on  the  number  of  outpatient  treatment  visits  in 
VA  medical  facilities.  The  state  of  the  economy  continues  to  be  a  major  factor  in  this  increase 
as  many  unemployed  veterans  are  seeking  care  in  VA  facilities  who  otherwise  would  be  treated 
in  the  private  medical  sector  under  third-party  insurance  contracts. 

In  the  1976  budget,  funds  were  provided  for  a  total  of  14.7  million  outpatient  treatment 
visits ;  however,  based  on  experience  thus  far  in  the  current  fiscal  year,  the  number  of  visits 
apparently  will  approximate  16  million.  Utilizing  the  present  criteria  of  eligibility  for  out- 
patient visits  it  is  estimated  that  the  number  of  visits  will  exceed  16  million  in  fiscal  year  1977. 

No  increased  staffing  was  authorized  in  fiscal  year  1976  for  the  increased  outpatient/ 
ambulatory  care  workload  above  the  14.7  workload  level  and  no  additional  staffing  for  this 
function  is  contained  in  the  fiscal  year  1977  appropriation  request. 

Based  on  the  combination  of  the  fiscal  year  1976  underestimated  increase  of  about  1  mil- 
lion outpatient  visits,  and  that  the  estimated  number  of  visits  will  exceed  16  million  in  fiscal 
year  1977  based  on  the  present  eligibility  criteria,  an  additional  minimum  personnel  require- 
ment of  2,000  at  an  additional  cost  of  $40  million  will  be  needed  to  cope  with  the  anticipated 
workload  of  this  program  in  fiscal  year  1977. 

Staffing  for  Expanded  Facilities 

Activation  of  expanded  hospital  facilities  at  San  Francisco,  Calif.,  and  Phoeniz,  Ariz., 
will  take  place  in  fiscal  year  1976. 

The  fiscal  year  1977  appropriation  request  from  the  Administration  does  not  provide  any 
additional  personnel  to  staff  these  other  expanded  facilities.  It  is  estimated  that  a  minimum 
of  250  additional  personnel  would  be  needed  during  fiscal  year  1977  for  these  expanded  activi- 
ties at  a  cost  of  $6  million. 

During  fiscal  year  1977,  approximately  575  nursing  home  care  beds  at  8  locations  will  be 
added  to  the  existing  VA  medical  system.  No  provision  was  made  in  the  appropriation  request 
for  1977  for  additional  nursing  personnel  to  staff  these  facilities.  Although  the  Veterans'  Ad- 
ministration sought  these  positions  in  its  fiscal  year  appropriations  for  1977,  OMB  denied  the 
request. 

The  committee  will  consider  recommending  an  increase  in  FTEE  specifically  earmarked 
for  the  nursing  service  of  500  at  an  annualized  cost  of  $7.7  million  to  take  care  of  this  work- 
load. 

Other  1977  Medical  Care  Appropriation  Deficiencies 

A  review  of  the  medical  care  appropriation  request  discloses  numerous  other  deficiencies 
in  various  areas.  Based  on  the  critical  overall  budget  crisis  which  exists,  the  committee  will 
refrain  from  recommending  this  year  appropriations  to  correct  these  identified  deficiencies. 
However,  we  feel  obligated  to  identify  general  categories  which  must  be  considered  in  fiscal 
year  1978.  These  are  as  follows : 

In  mUliont 

Inpatient  hospital  staffing  for  existing  hospitals  based  on  current  workloads $42.  9 

Outpatient  clinic  expansion  (3)  to  meet  rising  workloads  brought  about  by  increased 

aging  of  15  million  World  War  II  and  over  1  million  World  War  I  veterans 6.  7 

Maintenance  and  repair  including  minor  construction  improvements  and  alteration  of 

facilities;  replacement  of  obsolete  equipment  of  the  highest  priority „       37.  6 

Total 87.2 

These  categories  are  of  the  deepest  concern  to  this  committee.  There  are  also  other  areas  which 
likewise  cause  concern  of  the  committee. 
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Statics  of  Research  and  Education  Programs 

Due  to  inflation,  costs  have  risen  dramatically  for  operations,  equipment,  supplies,  and 
salaries  in  other  important  allied  medical  programs  of  the  Veterans'  Administration.  The 
Veterans'  Administration  has  been  one  of  the  world's  leaders  in  medical  and  prosthetic  re- 
search; yet  since  1975,  the  appropriations  for  this  function  have  been  basically  "straight- 
lined."  Projects  have  been  curtailed  or  eliminated  to  stay  within  appropriated  funding.  This 
situation  is  beginning  to  have  a  marked  effect  in  VA's  affiliations  with  medical  schools  and 
staff  recruitment  at  a  number  of  major  VA  hospitals.  The  same  situation  applies  to  the  edu- 
cation and  training  programs  of  the  Veterans'  Administration.  The  quality  of  medical  educa- 
tion and  training  provided  the  Nation's  future  doctors,  dentists,  nurses,  and  other  health 
service  personnel,  under  VA  auspices,  has  been  enhanced  since  World  War  II  to  the  benefit 
not  only  of  veterans,  but  all  Americans.  However,  unless  these  programs  are  properly  sup- 
ported in  the  future  the  trend  will  be  reversed. 

At  the  present  time,  for  example,  physicians  in  almost  every  community  in  America  have 
received  at  least  part  of  their  medical  training  from  VA  through  the  Department  of  Medicine 
and  Surgery's  close  affiliation  with  100  of  the  Nation's  114  medical  schools.  This  is  equally 
true  of  dentists,  since  the  Department  is  now  affiliated  with  all  of  the  country's  58  dental 
schools.  And  literally  hundreds  of  thousands  of  nurses  and  other  allied  health  workers  have 
received  skilled  VA  medical  training. 

Continued  erosion  of  funding  of  these  programs  by  "straightlining"  them  in  the  budget 
will  soon  render  them  ineffective  and  severely  cripple  these  two  meaningful  programs  which 
have  greatly  benefited  all  mankind  in  the  past. 

Hospital  Construction 

It  is  significant  to  note  that  the  1977  appropriations  requested  for  hospital  construction 
contains  no  "new  starts"  for  replacement  of  outdated  facilities  mostly  those  temporary  facili- 
ties built  during  World  War  II  with  a  life  expectancy  of  10  to  15  years.  Independent  studies 
are  either  completed  or  will  be  completed  by  the  end  of  March  1976  on  eight  replacement  or 
new  facilities.  These  include  Martinsburg,  W.  Va. ;  Richmond,  Va. ;  Portland,  Ore./ Vancouver, 
Wash. ;  Philadelphia/South  New  Jersey ;  Baltimore,  Md. ;  Seattle,  Wash. ;  Bay  Pines,  Fla. ;  and 
Little  Rock,  Ark.  The  committee  will  defer  its  determination  as  to  whether  to  seek  any  addi- 
tional funds  in  fiscal  year  1977  for  planning  starts  on  any  of  the  eight  hospitals  under  study 
until  all  of  the  studies  are  complete. 

There  are  a  number  of  facilities  either  in  need  of  modernization  or  replacement  on  which 
studies  have  been  initiated.  The  average  construction  cost  in  1976  dollars  for  VA  hospitals  is 
$106,000  per  bed.  It  is  currently  estimated  that  these  costs  will  escalate  by  9  percent  in 
fiscal  year  1977  and  7  percent  each  year  thereafter.  Depending  on  the  number  of  beds  finally 
approved  for  each  of  the  eight  replacement  hospitals,  and  the  date  approved  authorizing  the 
replacement  construction,  the  cost  for  these  eight  facilities  may  range  from  $85  to  $175  million 
apiece  if  the  recommendations  in  the  studies  are  followed. 

Decisions  must  be  made  in  the  very  near  future  to  develop  an  orderly  plan  to  deal  with 
this  monumental  problem. 
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CONSOLIDATED  REPORT  OF  THE  COMMITTEE  ON  WAYS 

AND  MEANS 

Committee  on  Ways  and  Means, 

U.S.  House  of  Representatives, 

Washington,  D.C.,  March  15,  1976. 
Hon.  Brock  Adams, 
Chairman, 

Committee  on  the  Budget, 
U.S.  House  of  Representatives. 

Dear  Brock:  Pursuant  to  the  requirements  of  Section  301(c)  of 
the  Congressional  Budget  Act  of  1974,  I  am  submitting  the  report 
of  the  Committee  on  Ways  and  Means  with  respect  to  the  fiscal  year 
1977  budget.  The  Committee  has  attempted  to  provide  reasonable 
estimates  and  views  with  respect  to  those  aspects  of  the  budget 
that  fall  within  the  Committee's  jurisdiction,  as  well  as  legislative 
initiatives  that  the  Committee  may  wish  to  consider.  For  purposes 
of  consistency  and  comparability,  the  estimates  of  the  subcommittees 
in  establishing  budget  authority  and  outlays  were  based  on  the  assump- 
tions used  in  developing  the  President's  budget.  The  unified  budget 
receipts  presented  in  this  report  are  based  on  the  economic  assump- 
tions prepared  by  the  staff  of  the  Joint  Committee  on  Internal  Revenue 
Taxation. 

I  trust  that  you  will  understand  that  these  are  our  best  estimates 
of  the  Committee's  prospective  actions  which  would  affect  fiscal  year 
1977.  At  this  time,  it  would  appear  that  the  condition  of  the  economy 
and  other  relevant  factors  would  influence  the  final  form  of  legislation 
that  the  Committee  might  approve.  However,  every  effort  has  been 
made  to  be  responsive  to  your  request  and  the  Act's  requirements. 

I,  of  course,  fully  support  the  efforts  of  the  Budget  Committee 
and  its  implementation  of  the  congressional  budgetary  process.  To 
this  end,  you  may  be  assured  of  my  personal  availability  and  the 
availability  of  the  Committee's  staff  for  any  further  assistance. 
Sincerely, 

Al  Ullman,  Chairman. 
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IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  millions  of  dollars] 


Identify  initiative 


Budget 
authority       Outlays    Comment 


HEALTH 
National  health  insurance. . . 


UNEMPLOYMENT  COMPENSATION 

1.  Enactment  of  temporary  extensions  of  exist- 

ing authority. 

A.  Extension  of  existing  temporary  au- 

thority to  make  Federal  general 
revenue  loans  to  the  Virgin  Islands 
Ulfund: 

Transitional  quarter 

Fiscal  year  1977 

B.  Extension  of  the  special  unemploy- 

ment assistance  (SUA)  program  for 
lyr,  until  Dec.  31, 1977  with  tailout 
through  Mar.  31, 1978. 

C.  Extension   of  the   Federal  supple- 

mental benefits. 

2.  Enactment  of  H.R.  10210,  the  Unemployment 

Compensation  Amendments  of  1975: 
Extends  UC  coverage  to  farmworkers, 
domestic  workers  and  State  and  local 
government  workers. 
I  ncreases  taxable  wage  base  to  $8,000  and 
temporarily  increases  the  net  Federal 
tax  rate  to  0.7  percent: 
New  revenues  in  fiscal  year  1977: 

Federal 

State 


+150  +150    Committee  contemplates  developing  legislation 

providing  a  system  of  national  health  insurance. 
It  is  anticipated  that  such  legislation  will 
require  the  expenditure  of  $150,000,000  for 
start-up  costs  during  fiscal  year  1977.  It  should 
be  noted  that,  in  a  somewhat  analogous 
situation  start-up  costs  for  medicare  were  more 
than  $86,000,000  for  the  period  between  enact- 
ment and  implementation. 


Pending  enactment  of  H.R.  10210,  the  committee 
recommends  extension  of  existing  programs  in 
items  A  and  B  through  fiscal  year  1977. 


+2 

+8 

+500 


+800 


500 
0 


Total. 


500 


3.  Legislation  to  allow  States  to  supplement 
with  AFDC  funds  unemployed  fathers  who 
receive  unemployment  compensation. 


PUBLIC  ASSISTANCE 

Increase  $2.5  billion  annual  entitlement 
ceiling  for  States  social  services  programs 
under  title  XX  of  the  Social  Security  Act  by 
$250,000,000  a  year. 

Supplemental  Security  Income  Amend- 
ments of  1975  (H.R.  8911)  reported  out  of 
Subcommittee  on  Public  Assistance. 

Legislation  to  allow  States  to  supplement 
with  AFDC  funds  unemployed  fathers  who 
receive  unemployment  compensation. 


Revenue  sharing  and  general  purpose  fiscal 
assistance  taxable  bond  option. 


+335 


0  This  is  committee  alternative  to  the  administra- 
tion  bill,  H.R.  8614.  H.R.   10210  should   be 

...  substituted  in  the  budget  for  H.R.  8614. 
(Assumes  coverage  provisions  become  effec- 
tive Jan.  1, 1978). 


(Assumes  increase  in  Federal  tax  rate  becomes 
effective  Jan.  1,  1977,  and  the  increase  in  the 
taxable  wage  base  becomes  effective  Jan.  1, 
1978).  Estimate  provided  by  the  Department  of 
Labor. 

The  intention  of  the  proposed  legislation  would  be 
to  require  unemployed  fathers  to  collect  any 
UC  benefits  to  which  they  are  entitled  and  re- 
quire States  to  supplement  UC  benefits  in 
those  cases  where  the  AFDC-UF  benefits  are 
higher  than  the  UC  benefits.  According  to  the 
Department  of  Health,  Education,  and  Welfare, 
this  change  would  shift  an  estimated  $335,000  ,- 
000  in  AFDC-UF  expenditures  to  the  UC  trust 
fund  in  fiscal  year  1977. 


+250.0  +250.0  H.R.  9803  to  provide  such  increased  entitlement 
is  now  pending  in  conference  with  earmarking 
of  the  new  $250,000,000  for  day  care  services 
and  provides  for  use  of  title  XX  funds  to  hire 
AFDC  recipients  to  work  in  day  care  facilities . 

+449. 4      +449. 4 


-335.0 


•335.0 


A  June  1975  Supreme  Court  ruling  has  held  that 
an  eligible  unemployed  father  of  dependent 
children  who  is  eligible  to  receive  unemploy- 
ment compensation  or  financial  aid  under 
AFDC  may  choose  the  higher  benefits.  Current 
AFDC  law  prohibits  them  from  receiving  both.1 
+180.6  +180.6  The  committee  proposes  an  alternative  financial 
instrument  for  State  and  local  governments 
which  would  provide  a  40  percent  Federal  sub- 
sidy of  the  net  interest  of  a  taxable  bond. 
Revenues  would  be  increased  by  $135,500,000, 
resulting  in  a  net  new  budget  outlay  of 
$45,100,000. 


» $445,000,000  is  what  the  administration  estimated  the  fiscal  year  Federal  AFDC  cost  impact  of  the  decision  to  be  if  there 
is  not  legislative  change.  The  estimate  is  based  upon  January  1975  data  from  the  Bureau  of  Labor  Statistics  and  HEW,  that 
approximately  186,790  new  cases  would  be  shifted  from  unemployment  compensation  (extended  and  regular  State  pro- 
grams) to  AFDC  unemployment  rolls.  The  combined  additional  cost  to  Federal  and  State  governments  for  welfare  was 
estimated  to  be  $810,000,000.  These  additional  welfare  costs  would  at  least  partially  be  offset  by  decreases  in  unemploy- 
ment compensation  costs.  If  legislation  is  enacted  to  allow  States  to  supplement  with  AFDC  funds  unemployed  fathers  who 
receive  unemployment  compensation,  there  could  be  an  increase  in  Federal  AFDC  costs  compared  to  the  time  prior  to  the 
June  1975  Supreme  Court  decision,  but  a  marked  decrease  from  existing  law  under  the  decision.  (Supplementation  is  very 
roughly  estimated  to  cost  M  as  much  as  full  payments  to  eligible  cases.) 
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NARRATIVE  APPENDIX 

Subcommittee  ox  Trade 
changes  in  customs  receipts 

The  Subcommittee  on  Trade  is  considering  favorably  reporting  a 
number  of  tariff  bills  which,  if  enacted,  would  have  a  minimal  impact 
on  customs  receipts  for  Fiscal  Year  1977. 

Bills  presently  pending  before  the  Subcommittee  on  Trade  on  which 
public  hearings  have  been  held  cover  proposed  duty-free  entry  or 
suspension  of  duty  on  imports  of  individual  products  or  changes  in 
tariff  classification  of  limited  product  scope. 

The  only  major  legislation  pending  before  the  Subcommittee  on 
Trade  with  implications  for  customs  receipts  is  H.R.  9220,  the  pro- 
posed Customs  Modernization  Act.  The  Subcommittee  on  Trade  has 
not  had  the  opportunity  to  examine  in  detail  the  bill  and  its  receipts 
or  budget  outlay  implications  for  future  fiscal  years.  In  this  regard, 
the  Subcommittee  on  Trade  believes  that  no  administrative  action 
should  be  taken  to  implement  by  regulation  the  duty  assessment  by 
account  provision  provided  for  in  H.R.  9220.  This  method  of  duty 
collection  being  considered  by  the  Treasury  Department  would  permit 
delayed  payment  of  duties  presently  assessed  and  payable  on  the  date 
of  liquidation  of  the  import  entry.  Such  delayed  payment  of  duties, 
in  effect,  could  constitute  under  certain  circumstances  an  interest  free 
loan  to  importers. 

EFFECT    OF    INDIVIDUAL    TARIFF    BILLS    ON    CUSTOMS    RECEIPTS 

The  Subcommittee  on  Trade  will  report  and  it  is  anticipated  that 
the  Committee  on  Ways  and  Means  will  favorably  consider  and  report 
tariff  bills  which  will  result  in  revenue  changes  for  Fiscal  Year  1977 
totalling  no  more  than  $2,910  thousand.1  Of  this  total,  $77  thousand  is 
a  one-time  revenue  change.  The  following  projection  for  five  fiscal 
years  of  revenue  changes  resulting  from  these  bills,  some  of  which 
terminate  before  the  end  of  the  period,  is  as  follows,  estimated  on  the 
basis  of  1974  or  1975  import  levels: 

Fiscal  year:  [In  thousands] 

1977 S2,  910 

1978 2,  830 

1979 2,  585 

1980 2,  585 

1981 2,585 

It  should  be  noted  that  two  of  these  tariff  bills  provide  for  the 
continuation  of  existing  suspensions  of  duty.  If  enacted,  they  would 
not  result  in  any  additional  loss  of  revenues;  if  they  are  not  enacted, 
revenues  would  increase  bv  a  total  of  $4,293  thousand  in  Fiscal 
Year  1977. 


1  These  tariff  bills  are  H.R.  1386,  H.R.  2177,  H.R.  2181,  H.R.  8656,  H.R.  9401,  H.R.  11259. 
H.R.  11321,  H.R.  11605,  H.R.  12033,  and  H.R.  12254. 

(537) 
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Contingency  estimate. — Other  tariff  bills  under  current  Subcom- 
mittee consideration  which  might  be  favorably  reported  would  involve 
no  greater  reduction  in  customs  receipts  than  $7.5  million  in  Fiscal 
Year  1977. 

CHANGES     IN     CUSTOMS     RECEIPTS     RESULTING     FROM     CONGRESSIONAL 
PROCEDURES  WITH   RESPECT  TO   PRESIDENTIAL  ACTIONS 

Under  Chapter  5  of  Title  I  of  Public  Law  93-618,  the  Trade  Act 
of  1974,  Congress  established  certain  procedures  with  respect  to  certain 
Presidential  actions  in  the  trade  area.  These  provisions  anticipate 
automatic  consideration  by  both  Houses  of  Congress  of  bills  and 
resolutions  implementing,  approving,  or  disapproving  certain  actions 
by  the  President,  and  in  one  instance  the  Secretary  of  the  Treasury, 
which  could  change  customs  receipts. 

In  general  it  is  not  anticipated  that  the  Congress  will  be  called  upon 
to  approve  an  implementing  bill  or  approval  resolution  with  respect 
to  one  or  more  trade  agreements  submitted  to  the  Congress  under 
Section  102  of  the  Act  involving  revenue  changes  during  FY  1977. 

It  is  not  possible  to  indicate  at  this  time  whether  the  Congress  will 
be  asked  to  consider  a  resolution  approving  the  extension  of  non- 
discriminatory treatment  to  a  non-market  (Soviet  bloc)  country.  It  is 
not  likely,  however,  that  should  such  an  approval  resolution  be  con- 
sidered favorably  that  the  reduced  customs  receipts  (resulting  from 
the  application  of  lower  rates  of  duty  to  imports  from  the  country 
involved)  would  be  at  all  significant  in  terms  of  the  over-all  budget 
impact. 

It  is  also  not  possible  to  indicate  whether  the  President  will  ask  the 
Congress  to  extend  beyond  July  3,  1976  the  Trade  Act  Title  IV 
freedom  of  emigration  waiver,  which  allows  extension  of  nondiscrimi- 
natory (most-favored-nation)  treatment  to  imports  of  products  from 
Romania.  Should  the  Congress  not  be  asked  to  extend  the  waiver 
(resulting  in  withdrawal  of  MFN  treatment  on  imports  from  Ro- 
mania), TSUS  column  2  tariff  rates  would  be  restored.  In  the  first 
full  year  of  their  application,  it  is  estimated  that  revenues  would  be 
increased  by  approximately  $5.0  Million. 

In  terms  of  resolutions  disapproving  certain  actions  by  the  President 
under  the  Trade  Act  of  1974,  it  is  not  possible  to  anticipate  the  change 
in  customs  receipts,  if  any,  which  may  be  involved  in  such  action  by 
the  Congress. 

As  indicated  above j  the  automatic  consideration  of  resolutions  dis- 
approving certain  action  authorized  under  the  Trade  Act  of  1974  and 
other  trade  statutes  is  required  under  Section  152.  The  Act  provides 
for  such  disapproval  resolutions  which  could  have  a  revenue  impact 
in  terms  of: 

action  by  the  President  to  provide  import  relief  under  section 
203  of  the  Trade  Act, 

actions  taken  by  the  President  under  section  301  ot  the  Trade 
Act  relating  to  certain  trade  practices  of  foreign  governments, 

actions  by  the  Secretary  of  the  Treasury  under  section  303  of 
the  Tariff  Act  of  1930  (the  countervailing  duty  provision)  and 

actions  by  the  President  relating  to  the  extension  of  nondiscrim- 
inatory treatment  to  imports  from  certain  non-market  countries. 
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In  general,  it  is  anticipated  that  the  revenue  impact  of  the  imple- 
menting bills,  approval  resolutions,  and  disapproval  resolutions  pro- 
vided for  in  sections  151-153  will  not  be  significant  in  terms  of  FY 
1977. 

Again  in  general,  this  should  be  the  case  for  future  fiscal  years. 
However,  any  action  by  the  Congress  under  the  provisions  of  sections 
151-153  which  would  involve  substantial  changes  in  revenue  would 
undoubtedly  be  anticipated  and  appropriately  reported  and  provided 
for  under  the  procedures  of  the  Budget  Act. 

The  above  circumstances  suggest  that  consideration  be  given  to 
an  amendment  in  the  requirements  of  the  Budget  Act  which  would  in 
effect  provide  for  special  treatment  of  actions  by  the  House  under 
sections  151-153  of  the  Trade  Act  of  1974. 

SUBCOMMITTEE    ON    HEALTH 

Under  existing  law,  budget  authority,  medicare  benefit  and  adminis- 
trative outlays  are  estimated  for  fiscal  year  1977  at  $21.9  billion.  Of 
this  amount,  benefit  payments  account  for  $21.0  billion.  This  repre- 
sents an  increase  of  19  percent  over  fiscal  year  1976  benefit  payments. 
The  primary  factor  accounting  for  this  increase  is  inflation  in  health 
care  costs.  As  indicated  in  the  table,  $15.4  billion  in  outlays  are 
estimated  under  hospital  insurance  (part  A),  and  $6.5  billion  under 
supplementary   medicare  insurance    (part  B),   for  fiscal  year   1977. 

The  Administration's  medicare  proposals,  as  set  forth  in  the  Presi- 
dent's Budget  for  fiscal  year  1977,  would  reduce  medicare  outlays  an 
estimated  $2.2  billion  in  fiscal  year  1977.  This  reduction  in  outlays 
is  the  estimated  net  effect  of  several  interrelated  features  of  the 
Administration's  proposal,  some  of  which  would  increase  medicare 
protection  for  certain  beneficiaries  (by  establishing  a  maximum  cost- 
sharing  liability  of  $500  per  calendar  year  under  hospital  insurance 
and  $250  per  calendar  year  under  medical  insurance),  and  others  of 
which  would  offset  the  cost  of  this  additional  protection  by  increasing 
beneficiary  cost-sharing  liability  (by  requiring  beneficiaries  to  pay 
coinsurance  equal  to  10  percent  of  hospital  charges  above  the 
deductible  amount  and  increasing  the  part  B  deductible  from  $60 
to  $77  and  thereafter  increasing  it  by  the  same  percentage  as  cash 
benefit  increases),  and  by  limiting  the  yearly  increases  recognized  as 
reasonable  by  medicare — in  the  case  of  hospital  costs  to  7  percent, 
and  in  the  case  of  physician  charges  to  4  percent. 

Although  the  President's  budget  document  forecast  a  reduction  in 
fiscal  year  1977  outla}  s  of  $2.2  billion,  a  February  White  House  press 
release  stated  that  in  fiscal  year  1977  an  additional  $590  to  $890 
million  in  increased  outlays  would  have  to  be  added  to  the  initial 
estimate  of  the  outlays  attributed  to  the  annual  limits  on  beneficiary 
cost-sharing.  Thus  under  the  Administration's  revised  cost  estimated 
for  its  proposal,  the  reduction  in  outlays  for  fiscal  year  1977  would  be 
between  $1.3  and  $1.6  billion  for  fiscal  year  1977  (rather  than  a  reduc- 
tion of  $2.2  billion). 

As  a  result  of  its  consideration  of  possible  legislative  action  affecting 
medicare  outlays  in  fiscal  year  1977,  the  Committee  tentatively  re- 
jected the  President's  overall  proposal,  concluding  instead  that  certain 
features  of  that  proposal  in  combination  with  certain  other  contem- 
plated changes  in  medicare  would  represent  a  more  desirable  and 
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equitable  legislative  program.  The  general  approach  now  under 
Committee  consideration  could  include  the  following  elements: 
Provision  for  catastrophic  illness  protection  by  limiting  a  beneficiary 
cost-sharing  liability  for  hospital  and  medical  benefits,  providing  for 
certain  needed  liberalizations  in  the  skilled  nursing  home  and  home 
health  provisions  (for  example,  eliminating  the  prior  hospitalization 
requirement),  and  removing  the  present  limitation  on  the  number  of 
covered  hospital  days.  (Such  improved  protection  could  be  provided, 
it  is  believed,  without  adding  to  a,  beneficiary's  out-of-pocket  co- 
insurance payments  as  is  provided  for  in  the  Administration  proposal.) 
Some  limitation,  set  at  a  more  reasonable  and  appropriate  level  than 
is  provided  for  in  the  Administration's  proposal,  might  be  placed  on 
increases  in  hospital  costs  recognized  as  reasonable  by  medicare  (thus 
allowing  for  necessary  improvements  in  services  but  introducing 
responsible  restraints  on  the  rate  of  increasing  hospital  costs)  with 
provision  for  the  phasing-in  over  time  of  an  improved  medicare  re- 
imbursement system  designed  to  restrain  the  escalation  of  hospital 
costs  over  the  long-run.  Similarly,  provision  might  be  made  for  the 
introduction  of  incentives  for  physicians  to  accept  assignment  and  to 
move  toward  the  development  of  a  more  equitable  and  less  infla- 
tionary method  of  reimbursement  for  physicians'  services. 

The  Committee  estimates  that  the  general  approach  discussed 
above  would  involve  a  cost  of  about  $200  million  beyond  the  currently 
projected  cost  of  medicare  for  fiscal  year  1977.  (The  cost  for  fiscal 
year  1977  does  not,  of  course,  represent  a  full  year's  cost  since  some  of 
the  changes  would  be  effective  for  only  three-fourths  of  the  fiscal  year. 
Thus,  the  estimated  cost  on  a  full  year  basis,  would  be  higher.) 

In  view  of  the  flexibility  the  Committee  wishes  to  retain  in  develop- 
ing the  specific  details  of  this  proposed  approach,  it  would  not  be 
useful  at  this  time  to  attempt  to  precisely  delineate  the  allocation 
of  the  projected  additional  outlays  between  the  two  trust  funds. 
Moreover,  because  even  relatively  minor  changes  in  one  part  of  the 
program  could  significantly  alter  the  outlay  for  the  other  part  of  the 
program  without  producing  a  comparable  change  in  overall  outlays 
of  the  medicare  program,  an  allocation  would  not  be  meaningful 
until  the  proposal  is  fully  developed. 

SUBCOMMITTEE   ON   UNEMPLOYMENT   COMPENSATION 

Format  II:  President's  Budget  Requests  for  New  and  Expanded  Pro- 
grams Which  Would  Require  Authorizing  Legislation  for  FY  1977 

The  President's  budget  includes  H.R.  8614,  the  Unemployment 
Compensation  Amendments  of  1975.  Cost  and  revenue  estimates  in 
the  President's  budget  associated  with  this  legislation  are  based  on 
an  assumed  1/1/77  effective  date  for  the  coverage,  benefit  and  tax 
provisions. 

The  position  of  the  Committee  is  that  H.R.  10210,  the  unemploy- 
ment compensation  legislation  approved  by  Ways  and  Means  in 
December  1975,  be  substituted  in  the  budget  for  H.R.  8614. 

It  is  the  Committee's  view  that  some  of  the  effective  dates  contained 
iu  the  Budget  for  H.R.  8614,  or  similar  U.C.  legislation,  are  unreal- 
istic. It  is  unlikely  that  legislation  expanding  U.C.  coverage  could  be 
implemented  before  1/1/78.  As  a  result,  the  President's  Budget  for 
FY  1977  overestimates  U.C.  outlays  by  the  $300  million  in  new  costs 
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attributable  to  the  coverage  provisions  in  H.R.  8614.  The  President's 
Budget  contains  $2,100  million  in  new  U.C.  revenues  attributable  to 
the  tax  changes  in  H.R.  8614.  It  is  possible  that  the  proposed  increase 
in  the  net  Federal  tax  rate  in  H.R.  8614  (from  0.5%  to  0.65%)  could 
become  effective  as  of  1/1/77  and  produce  an  estimated  $500  million 
in  new  Federal  U.C.  revenues  during  FY  1977.  However,  because  it  is 
unlikely  that  the  proposed  increase  in  the  U.C.  tax  base  (from  $4,200 
to  $6,000)  could  become  effective  before  1/1/78,  the  President's  FY 
1977  budget  overestimates  new  U.C.  revenues  by  the  $1,600  million 
that  would  result  from  raising  the  tax  base. 

Format  IV:  Legislative  Initiatives  of  Congress  for  FY  1977 

ITEM  NO.  1:  H.R.  10210,  The  Unemployment  Compensation 
Amendments  of  1975. 

The  Committee  recommends  that  H.R.  10210,  the  Unemployment 
Compensation  Amendments  of  1975,  be  substituted  in  the  Budget 
for  H.R.  8614. 

The  Budget  estimates  associated  with  H.R.  10210  should  be  based 
on  assumed  effective  dates  of  1/1/78  for  the  coverage  provisions, 
1/1/78  for  the  proposed  increase  in  the  taxable  wage  base,  and  1/1/77 
for  the  temporary  increase  in  the  net  Federal  tax  rate.  On  the  basis  of 
these  effective  dates,  it  is  estimated  by  the  Department  of  Labor 
that  in  FY  1977  there  would  be  no  additional  outlays  attributable 
to  H.R.  10210,  no  increase  in  State  U.C.  revenues  and  $500  million 
additional  Federal  U.C.  revenues.1 

ITEM  NO.  2:  Extension  of  Existing  Temporary  Authority  To 
Make  Federal  General  Revenue  Loans  to  the  Unemployment  Insur- 
ance Fund  of  the  Virgin  Islands  (P.L.  94-45) . 

The  Committee  recommends  that  the  present  temporary  loan 
authority  be  continued  until  enactment  of  H.R.  10210.  It  is  estimated 
by  the  Department  of  Labor  that  a  one-year  extension  of  this  loan 
authority  would  cost  $2  million  during  the  transitional  quarter, 
$8  million  in  FY  1977,  and  $2  million  in  the  1st  quarter  of  FY  1978. 

ITEM  NO.  3:  Extension  of  the  Special  Unemployment  Assistance 
(SUA)  Program  for  One  Year  (P.L.  93-567,  P.L.  94-45). 

The  Committee  anticipates  that  the  SUA  program  will  be  extended 
for  one  year.  The  Department  of  Labor  estimates  that  a  one-year 
extension  of  SUA  (until  December  31,  1977  with  tailout  through 
March  31,  1978)  would  cost  an  additional  $500  million  in  FY  1977  and 
$300  million  in  FY  1978.1 

ITEM  NO.  4:  Extension  of  the  Federal  Supplemental  Benefits 
(FSB)  Program  Through  FY  1977  (P.L.  93-572,  P.L.  94-45). 

The  Committee  recommends  that  $800  million  be  added  to  the 
President's  budget  anticipating  that  FSB  will  be  extended — with 
possible  modifications — through  FY  1977,  or  until  September  30, 
1977.1 

ITEM  NO.  5:  Legislation  to  Allow  States  to  Supplement  With 
AFDC  Funds  Unemployed  Fathers  Who  Receive  Unemployment 
Compensation. 

(See  comments  on  this  proposed  legislation  in  the  budget  report  of 
the  Subcommittee  on  Public  Assistance.) 

The  Committee  anticipates  the  enactment  of  legislation  which  would 
require  unemployed  fathers  to  collect  any  U.C.  benefits  to  which 

See  footnote  1,  p.  542. 
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they  are  entitled  and  require  States  to  supplement  U.C.  benefits  in 
those  cases  where  the  AFDC-UF  benefits  are  higher  than  the  U.C. 
benefits  and  the  individual  meets  AFDC-UF  eligibility  requirements. 
According  to  estimates  provided  by  the  Department  of  Health, 
Education,  and  Welfare,  the  fiscal  impact  of  this  change  would  be  to 
shift  an  estimated  $335  million  in  AFDC-UF  expenditures  to  the 
U.C.  trust  funds  in  FY  1977. 

Items  For  Which  Formats  Are  Not  Furnished. 

(1)  The  recommended  extension  of  existing  authority  to  make 
Federal  general  revenue  loans  to  the  U.I.  funds  of  the  Virgin  Islands 
would  cost  an  estimated  $2  million  during  the  transitional  quarter. 

(2)  The  Budget  should  reflect  an  additional  $2,435  million  (above 
the  amount  in  the  President's  Budget)  in  Federal  general  revenue 
loans  to  the  U.C.  trust  funds  that  will  be  required  in  FY  1977. * 

SUBCOMMITTEE  ON  PUBLIC  ASSISTANCE 

Tax  expenditures 

The  tentative  consensus  of  the  conference  on  H.R.  9803  dealing 
with  child  care  would  indicate  a  probable  extension  and  restructuring 
of  welfare  recipient  tax  credit.  The  Senate  Finance  Committee  esti- 
mated the  cost  of  this  at  $13  million  for  fiscal  year  1977  including 
some  grants  and  refundable  tax  credit  items.  A  probable  tax  expendi- 
ture for  this  item  would  appear  to  be  between  $5  and  $10  million  in 
fiscal  year  1977. 

Budget  estimates  oj  appropriations 

We  wish  to  call  attention  to  the  probable  inadequacy  of  the  esti- 
mates for  fiscal  year  1977  for  the  programs  of  aid  to  families  with 
dependent  children  and  supplemental  security  income  which  are 
contained  in  the  President's  budget.  The  appropriations  for  these 
programs  are  within  the  jurisdiction  of  the  Appropriations  Committee, 
and  there  has  been  no  reason  for  the  Committee  on  Ways  and  Means, 
as  the  authorizing  committee,  to  be  concerned  about  the  amounts 
appropriated,  as  they  have  been  treated  as  "uncontrollable"  items, 
and  any  insufficiency  has  been  made  up  in  a  supplemental  appropria- 
tion near  the  end  of  the  fiscal  year.  It  isn't  clear  that  this  situation 
continues  to  exist  under  the  Budget  Act  as  a  large  supplemental 
might  well  exceed  the  expenditures  ceiling.  It  is  for  this  reason  that 
we  are  flagging  these  items. 

The  Congressional  Budget  Office  has  estimated  that  on  "Path  B" 
(a  5  percent  growth  in  Gross  National  Product)  the  program  costs 
would  be  $6.5  billion  and  $6.2  billion  respectively.  In  contrast,  the 
President's  budget  estimates  the  cost  of  $6.2  billion  and  $5.9  billion. 
This  is  a  difference  of  $300  million  in  each  item  or  a  total  of  $600 
million.  Actually,  the  "Path  B"  estimate  would  appear  conservative 
since  it  allows  for  a  little  more  than  10  percent  growth  in  AFDC 
program  costs.  The  latest  published  data,  September  1974  to  Sep- 


1  The  outlay  and  revenue  estimates  shown  here  were  provided  by  the  Department  of  Labor  and  reflect 
the  assumptions  used  in  the  President's  budget.  The  major  assumptions  used  in  the  budget  with  respect  to 
unemployment  compensation  costs  and  revenues  include:  (1)  average  total  unemployment  rate  of  7.1  percent 
through  fiscal  year  1977;  (2)  average  insured  unemployment  rate  of  5  percent  through  fiscal  year  1977;  (3) 
covered  employment  of  66.8  million  jobs;  (4)  overall  average  weekly  benefit  amount  under  the  regular, 
extended,  and  Federal  supplemental  benefits  programs  of  $75;  (5)  average  weekly  benefit  amount  under  the 
FSB  program  of  $72;  and  (6)  average  weekly  benefit  amount  under  SUA  program  of  $56. 
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tember  1975,  shows  a  growth  in  payments  of  19.8  percent.  We  would 
also  call  attention  to  the  estimate  for  social  services  under  Title  XX 
which  is  $2.4  billion  in  the  President's  budget  and  $2.5  billion  in  the 
Congressional  Budget  Office  estimates.  We  would  urge  that  the 
Appropriations  Committee  and  the  Budget  Committee  very  carefully 
examine  the  figures  in  the  budget. 

SUBCOMMITTEE  OX  SOCIAL  SECURITY 

According  to  the  President's  Budget,  under  existing  law  the  fiscal 
year  1977  revenues  into  the  social  security  (OASDI)  trust  funds  are 
estimated  to  be  $81.3  billion  and  outlays  are  estimated  to  be  $84.8 
billion. 

The  Administration  recommended  increasing  revenues  into  the 
trust  funds  by  an  estimated  $3.5  billion  in  fiscal  year  1977  by  the 
adoption  of  an  0.6%  increase  in  the  OASDI  tax  rate  (0.3%  each  on 
employer  and  employee).  The  Committee  on  Ways  and  Means  rejected 
this  proposal. 

The  Administration  recommended  reducing  outlays  from  the  trust 
funds  by  an  estimated  $826  million  in  fiscal  year  1977  through  the 
adoption  of  the  following  changes  in  the  law: 

(1)  Phase  out  students'  benefits  effective  beginning  July  1976 
(reducing  outlays  by   $283   million) ; 

(2)  Eliminate  retroactive  benefit  payments  that  result  in  an  actuarial 
reduction,  effective  September  1976  (reducing  outlays  by  $388  million) ; 

(3)  Eliminate  the  monthly  test  of  retirement  after  the  year  in  which 
an  individual  first  retires,  effective  September  1976  (reducing  outlays 
by  $155  million). 

The  Committee  rejected  the  first  two  of  these  proposals,  which 
together  would  have  resulted  in  reducing  expenditures  by  $671  million, 
and  accepted  the  third  proposal  to  eliminate  the  monthly  retirement 
test. 

ECOXOMIC    ASSUMPTIONS,     RECEIPTS    AXD    BUDGET    DEFICIT 

A.  Economic  assumptions 

The  staff  economic  estimates  for  calendar  years  1976  and  1977  are 
shown  in  the  following  table: 


Calendar  year  (billions) 


Gross  national  product: 

Current  prices , 

Consta nt  p ri ces 

Corporate  profits 

Personal  income 

Change  in  consumer  price  index  (percent) +6.5  +7.  3 

Unemployment  rate  (percent). 7.7  7.0 

B.  Budget  receipts 

Revenue  estimates  for  fiscal  year  1977  based  on  the  preceding 
economic  estimates  are  shown  in  the  next  table  by  major  revenue 
sources.  The  estimates  do  not  include  the  effects  of  any  legislative 
proposals  that  would  be  designed  to  go  into  effect  during  the  transition 


1976 

1977 

$1,685 

$1,  882 

1,  260 

1,315 

155 

185 

1,  385 

1,540 
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quarter  or  fiscal  year  1977:  neither  the  Administration's  proposals, 
nor  the  continuation  of  the  tax  cuts  that  will  expire  after  June  30, 
1976,  under  present  law,  nor  the  effects  in  fiscal  year  1977  of  the 
reform  aspects  of  the  Tax  Reform  Act  passed  by  the  House  last 
December. 

Dollart  in 

Source :  billions 

Individual  income  taxes $174.  4 

Corporation  income  taxes 56.  1 

Social  insurance  taxes 107.  0 

Excise  taxes 17.  7 

Estate  and  gift  taxes 5.  9 

Customs  duties 4.  3 

Other  i 6.  8 

Total 372.  2 

1  Does  not  include  $.3  billion  from  import  fees  on  petroleum  currently  in  the  courts.  Staff  exclusion  of 
this  amount  from  the  estimates  is  comparable  to  assumption  of  present  law  for  all  other  estimates  and  implies 
no  judgment  about  the  outcome  of  the  matter  in  the  courts. 

The  estimates  of  tax  expenditures  by  the  staff  of  the  Joint  Com- 
mittee on  Internal  Revenue  Taxation  are  contained  in  the  attached 
pamphlet.  The  major  difference  for  fiscal  year  1977  between  the 
staff  estimates  and  the  Administration's  budget  estimates  (Special 
Analysis  F)  is  the  staff's  inclusion  of  four  tax  expenditure  items  omitted 
from  the  budget:  deferral  of  tax  on  income  of  controlled  foreign 
subsidiaries,  deduction  by  cooperatives  of  noncash  patronage  divi- 
dends, asset  depreciation  range  (ADR)  and  capital  gains  at  death. 

C.  Tax  expenditures 

Further  changes  in  tax  expenditures  may  result  from  enactment 
of  two  tax  bills,  one  of  which  is  the  Tax  Reform  Act  (H.R.  10612) 
that  includes  sections  dealing  with  tax  reform  and  general  tax  cuts. 

The  second  bill  is  included  in  the  committee's  legislative  plans  for 
this  year.  It  is  legislation  that  would  provide  a  Federal  subsidy  of 
40  percent  of  the  interest  cost  on  State  and  local  government  issues 
of  taxable  bonds.  The  issuing  government  would  be  able  to  choose 
between  tax-exempt  and  taxable  bonds,  and  the  Federal  Government 
would  not  impose  conditions  on  the  issue  of  those  bonds.  This  bill 
would  affect  both  outlays  and  receipts.  According  to  estimates 
prepared  for  the  committee,  the  staff  projects  a  decrease  in  tax 
expenditures  attributed  to  the  revenue  loss  from  tax-exempt  bonds 
of  $135.5  million  and  an  increase  in  outlays  of  $180.6  million.  The 
net  result  is  an  increase  in  outlays  of  $45.  1  million. 

D.  Change  in  deficit 

The  net  effect  of  all  the  changes  contemplated  by  the  committee  in 
budget  outlays  and  receipts  that  are  within  its  jurisdiction  is  a  change 
in  the  budget  deficit  from  $43.0  billion  proposed  in  the  President's 
budget  to  the  range  of  $45.5  to  $45.8  billion.  This  is  the  result  of  a  net 
increase  in  outlays  of  $7.3  to  $7.6  billion  which  is  derived  from  the 
accompanying  tables  on  budget  authority  and  outlays.  Net  changes  in 
receipts  are  an  increase  of  $4.7  billion. 
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The  effect  of  revenue  changes  on  unified  budget  receipts  for  purposes 
of  determining  the  change  in  the  budget  deficit,  are  summarized  in  the 
following  table: 

Billion* 

Administration  unified  budget  receipts $351.3 

Add  net  change  from  administration's  proposed  legislation _  +  22.  8 

Deduct — 

Committee  proposal  for  tax  reduction  through  1977__  —17.  3 

Revenue  loss  from  different  economic  estimates —1.  6 

Add— 

Estimated    increase   from    Tax    Reform   Act    (H.R. 

10612) +.6 

Estimated  increase  from  committee's  reported  unem- 
ployment compensation  bill +-5 

Estimated  changes  in  receipts  from  other  bills  l —.3 

Adjusted  unified  budget  receipts 356.  0 

1  Changes  include  bank  holding  companies  (  —  $100,000,000),  miscellaneous  tax  bills 
(  —  $45,000,000),  taxable  bonds  issued  by  State  and  local  governments  (+$135,000,000), 
and  miscellaneous  other  adjustments  of  $300,000,000. 
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Honorable  Brock  Adams 

U.S.  House  of  Representatives 

Washington,  D.  C.   20515 

Dear  Mr.  Adams: 

The  following  material  is  the  report  by  the  Joint 
Committee  on  Internal  Revenue  Taxation  to  the  Budget 
Committee  on  matters  within  its  jurisdiction. 

The  economic  estimates  prepared  by  the  Joint 
Committee's  staff  for  calendar  years  1976  and  1977  are 
shown  in  the  following  table. 

Calendar  year  (billions) 
1976  1977 

$1,882 

1,315 

185 

1,540 

+7.3% 
7.0% 

Revenue  estimates  for  fiscal  year  1977  based  on  the 
preceding  economic  estimates  are  shown  in  the  next  table 
by  major  revenue  sources.   The  estimates  do  not  include 
the  effects  of  any  legislative  proposals  that  would  be 
designed  to  go  into  effect  during  fiscal  year  1977:  neither 
the  administration's  proposals,  nor  the  continuation  of 
the  tax  cuts  that  will  expire  after  June  30,  1976,  under 
present  law,  nor  the  effects  in  fiscal  year  1977  of  the 
reform  aspects  of  the  Tax  Reform  Act  passed  by  the  House 
last  December. 


Gross  national  product 

Current  prices 

$1,685 

Constant  prices 

1,260 

Corporate  profits 

155 

Personal  income 

1,385 

Change  in  consumer 

price  index 

+6.5% 

Unemployment  rate 

7.7% 
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Congress!  of  tfje  ® niteo  States! 

Joint  Committee  on  Internal  Revenue  Taxation 

iSasfjfngton,  3®.C.    20515 

Honorable  Brock  Adams 
Page  two 

Source  ($  billions) 

Individual  income  taxes  174.4 

Corporation  income  taxes  56.1 

Social  insurance  taxes  107.0 

Excise  taxes  17.7 

Estate  and  gift  taxes  5.9 

Customs  duties  4.3 

Other  1/  6.8 

372.2 

1/     Does  not  include  $.3  billion  from  import  fees 
on  petroleum  currently  in  the  courts.   Staff  exclu- 
sion of  this  amount  from  the  estimates  is  comparable 
to  assumption  of  present  law  for  all  other  estimates 
and  implies  no  judgment  about  the  outcome  of  the 
matter  in  the  courts. 

Estimates  of  tax  expenditures  prepared  by  the  staff 
of  the  Joint  Committee  are  contained  in  the  enclosed 
pamphlet.   (I  believe  that  the  Budget  Committee  rode  the 
jacket  and  has  on  hand  an  ample  supply.)   The  major 
differences  for  fiscal  year  1977  between  the  staff  estimates 
and  the  administration's  budget  estimates  (Special 
Analysis  F)  is  the  staff's  inclusion  of  four  tax  expendi- 
ture items  omitted  from  the  budget :   deferral  of  tax  on 
income  of  controlled  foreign  subsidiaries  of  U.S.  corpora- 
tions, deduction  of  noncash  patronage  dividends  by 
cooperatives,  asset  depreciation  range  (ADR)  and  capital 
gains  at  death. 

Sincerely  yours, 


vLaurence<N.  Woodworth 
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TAX  EXPENDITURES 

Introduction 

This  report  on  tax  expenditures,  the  fourth  one  prepared  by  the  staff 
of  the  Joint  Committee  on  Internal  Revenue  Taxation,  is  published  as 
part  of  the  reports  by  the  Joint  Committee  to  the  Committees  on  the 
Budget.  As  in  the  case  of  the  three  earlier  reports,1  the  estimates  in 
this  report  also  were  prepared  with  the  extensive  assistance  of  the  staff 
of  the  Office  of  Tax  Analysis  in  the  Treasury  Department.  Initially 
the  reports  were  prepared  in  compliance  with  the  request  of  conferees 
on  the  Revenue  Act  of  1971  that  tax  expenditure  data  be  submitted 
regularly  to  Congress  by  the  Joint  Committee  staff. 

In  January,  the  administration  published  its  estimates  of  tax  ex- 
penditures for  fiscal  years  1975-77  in  Special  Analysis  F  of  the  budget 
for  fiscal  year  1977.2 

This  report  covers  the  period  of  the  fiscal  years  1975-81,  and  it  also 
differs  in  some  other  respects  from  the  special  analysis  presented  in  the 
budget.  Four  tax  expenditure  items,  included  in  this  report  (as  well  as 
in  the  CBO  report 3)  were  omitted  from  the  administration's  special 
analysis — asset  depreciation  range,  deferral  of  tax  on  income  of 
controlled  foreign  subsidiaries,  capital  gains  at  death,  and  deduc- 
tions by  cooperatives  of  noncash  patronage  dividends.  The  staff  of 
the  Joint  Committee  generally  has  assumed  that  provisions  in  present 
law  with  expiration  dates  will  not  be  extended  or  otherwise  modified 
and  no  other  changes  will  be  made  in  present  law.  The  one  exception  is 
the  assumption  by  the  staff  that  the  minimum  and  percentage  standard 
deductions  as  enacted  in  the  Revenue  Adjustment  Act  of  1975  will  re- 
main in  effect  through  fiscal  year  1981. 

THE  CONCEPT  OF  TAX  EXPENDITURES 

Tax  expenditure  data  are  intended  to  show  the  cost  to  the  Federal 
Government,  in  terms  of  revenues  it  has  foregone,  of  tax  provisions 
that  either  have  been  enacted  as  incentives  for  the  private  sector  of  the 
economy  or  have  that  effect  even  though  initially  having  a  different 
objective.  The  tax  incentives  usually  are  designed  to  encourage  certain 
kinds  of  economic  behavior  as  an  alternative  to  employing  direct 
expenditures  or  loan  programs  to  achieve  the  same  or  similar  objec- 
tives. These  provisions  take  the  form  of  exclusions,  deductions, 
credits,  preferential  tax  rates,  or  deferrals  of  tax  liability.  Tax  ex- 
penditures also  are  analogous  to  uncontrolled  expenditures  made 
through  individual  entitlement  programs  because  the  taxpayer  who 
can  meet  the  criteria  specified  in  the  Internal  Revenue  Code  may 

1  Committee  on  Ways  and  Means,  Estimates  of  Federal  Tax  Expenditures,  October  4, 
1972,  June  1,  1973.  and  July  8,  1975. 

3  "Tax  Expenditures,"  Special  Analysis  F,  Special  Analyses  of  the  Budget  of  the  United 
States  Government  for  Fiscal  year  1977,  pp.  116-137. 

3  The  Congressional  Budget  Office  published  tax  expenditures  estimates  for  fiscal  years 
1976-81  (prepared  by  the  Joint  Committee  staff)  in  Five-Year  Budget  Projections,  fiscal 
years  1977-81.  January  26,  1976. 
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use  the  provision  without  any  further  action  by  the  Federal  Govern- 
ment. For  many  provisions,  the  revenue  loss  is  determined  by  the 
taxpayer's  level  of  income  and  his  tax  rate  bracket.  From  the  view- 
point of  the  budget  process,  fiscal  policy  and  the  allocation  of  re- 
sources, uncontrollable  outlays  or  receipts  restrict  the  range  of  ad- 
justments that  can  be  made  in  public  policy. 

The  staff  followed  the  definition  of  tax  expenditures  developed  in 
the  legislative  process  that  produced  the  Budget  Control  Act  and  has 
included  in  this  report  as  tax  expenditures  virtually  all  tax  provisions 
which  have  been  characterized  as  tax  expenditures  under  almost  any 
of  the  prior  listings  by  other  sources.  As  a  result,  listing  an  item  as  a 
tax  expenditure  in  this  report  is  a  part  of  a  process  of  providing  infor- 
mation, and  the  listing  becomes  a  catalog  of  past  public  policy  deci- 
sions accompanied  by  estimates  of  their  effects  upon  budget  receipts. 
No  judgment  is  made  about  the  desirability  of  any  specific  provision 
as  public  policy  or  about  the  effectiveness  of  the  tax  approach  relative 
to  other  methods  of  achieving  the  particular  public  policy  goals 
desired. 

In  this  report,  a  tax  expenditure  is  described  as  a  tax  incentive 
that  departs  from  simply  allowing  as  deductions  from  gross  income 
the  costs  incurred  in  earning  net  income.  This  allows  deductions  for 
current  expenditures  directly  related  to  the  process  of  earning  income, 
and  therefore  these  expenditures  are  not  treated  as  tax  expenditures. 
These  deductions  are  treated  as  business  costs,  and  they  are  deducted 
on  returns  filed  by  corporations,  partnerships  and  individual  pro- 
prietorships. Capital  costs  by  their  nature  are  not  incurred  entirely  in 
one  year.  The  basic  tax  provision  allows  depreciation  ratably  (i.e., 
straight-fine  depreciation)  over  the  useful  life  of  the  capital  asset,  but 
tax  law  also  permits  accelerated  depreciation  to  allow  faster  capital 
recovery  through  shorter  lives  and/or  faster  rates  of  depreciation. 
Such  faster  tax  treatment  of  capital  costs  is  classified  as  a  tax  ex- 
penditure; in  this  report,  those  items  appear  as  various  types  of 
accelerated  depreciation :  asset  depreciation  range  (AD  R) ,  percentage 
depletion  allowances  (in  excess  of  cost  depletion) ,  and  current  expens- 
ing of  costs  that  otherwise  would  be  capitalized. 

Individuals  who  are  employees — rather  than  carrying  on  their  own 
businesses — have  analogous  business-type  deductions  which  also  are 
not  classified  in  this  report  as  tax  expenditures.  The  expenses  referred 
to  are  those  which  are  incurred  in  earning  net  income,  e.g.,  the  cost  of 
his  tools  that  a  mechanic  uses.  Most  other  deductions  which  individuals 
take  on  their  tax  returns  represent  personal  consumption  expenditures. 
These  deductions  reflect  public  policy  decisions  to  facilitate  specific 
types  of  consumption  spending  and  are  therefore  generally  classified 
here  as  tax  expenditures.  An  exception  to  this  rule  is  made  for  general 
personal  exemptions  and  the  minimum  standard  deduction  which  have 
not  been  treated  as  tax  expenditures  in  any  analysis  of  the  subject  or 
in  the  Budget  Control  Act.  Individual  tax  expenditures  also  include 
various  kinds  of  income,  e.g.,  social  security  payments  to  the  aged, 
dependents  and  survivors,  which  are  tax-exempt  income  but  would 
become  components  of  adjusted  gross  income  from  which  taxable 
income  is  derived  in  the  absence  of  the  provision  for  tax  exemption. 

As  indicated  previously  tax  expenditures  enumerated  in  this  report 
differ  from  the  items  covered  in  Special  Analysis  F  of  the  Budget  for 
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Fiscal  Year  1977  in  that  this  report  includes  ADR,  deferral  of  income 
of  controlled  foreign  corporations,  taxation  of  capital  gains  at  death, 
and  deduction  by  cooperatives  of  noncash  patronage  dividends. 

Accelerated  depreciation  allows  the  taxpayer  to  recover  the  costs 
of  his  investment  more  quickly  than  is  possible  through  straight-line 
depreciation  over  the  useful  life  of  the  asset  that  is  listed  in  the 
guideline  lives.  There  are  two  forms  of  accelerated  depreciation.  Asset 
depreciation  range  (ADR)  permits  cost  recovery  in  a  shorter  period 
of  time  than  the  guideline  lives,  up  to  20  percent  shorter.  Accelerated 
depreciation  also  provides  for  higher  proportionate  depreciation  in  the 
first  years  of  an  asset's  useful  life  through  double  or  150  percent 
declining  balance  and  sum-of-the-year's  digits. 

Usually  it  is  suggested  that  income  of  controlled  foreign  corporations 
is  deferred  for  tax  purposes  in  order  to  permit  U.S.  corporate  subsidi- 
aries to  compete  as  tax  equals  in  foreign  countries  without  the  disad- 
vantage of  having  additional  taxes  imposed  by  the  U.S.  Government. 
The  deferment,  however,  reflects  a  specific  decision  on  public  policy 
which  qualifies  it  as  a  tax  expenditure.  In  this  way  it  is  treated  like 
the  portion  of  income  earned  abroad  by  individuals  that  is  excluded 
from  taxable  income.  The  exclusion  is  favored  by  the  proponents  of  the 
provision  as  a  way  to  encourage  individuals  to  work  abroad  in  sub- 
sidiaries of  U.S.  corporations.  To  a  substantial  extent  the  income  of 
foreign  corporations  is  taxed  currently  in  subpart  F,  and  in  a  similar 
way  foreign  personal  holding  companies  also  are  taxed  currently.  Of 
course,  dividends  from  foreign  subsidiaries  generally  are  also  taxed 
when  received  by  the  U.S.  shareholder,  but  this  may  be  much  later  than 
when  the  income  is  earned.  The  Tax  Reduction  Act  of  1975  made 
permanent  changes  in  the  foreign  tax  area  which  substantially  reduced 
deferral  of  foreign  source  income. 

Capital  gains  accrued  on  assets  up  to  the  time  of  death  are  not  taxed 
at  the  time  the  assets  are  passed  on  to  the  heirs.  At  the  time  of  the 
transfer,  the  heirs  receive  the  assets  with  a  step-up  in  basis,  that  is, 
their  basis  is  the  valuation  of  the  asset  at  approximately  the  time  they 
take  possession.  When  the  heir  assumes  possession  of  the  asset  with  a 
current  basis,  he  is  in  the  same  position  for  tax  purposes  as  he  would 
have  been  had  he  purchased  the  asset  at  the  current  market  price. 
Some  argue  that  unrealized  capital  gains  generally  should  be  included 
in  tax  expenditures  as  a  recognition  of  the  deferral  of  tax  that  is 
occurring,  but  they  are  not  so  included  in  this  report.  However, 
capital  gains  at  death  are  included  since  the  absence  of  any  tax  on  the 
gains  at  death  (and  the  provision  for  a  step-up  in  basis  at  that  time) 
converts  the  deferral  into  a  permanent  exemption  from  taxation.  On 
the  other  hand  it  is  recognized  that  many  view  the  estate  tax  which  is 
imposed  at  the  time  of  death  as  a  substitute  for  the  tax  on  capital 
gains  at  death.  The  estimate  of  the  capital  gains  at  death  is  based 
on  the  assumption  that  the  income  tax,  including  the  capital  gains 
tax,  is  paid  before  the  estate  tax  and  reduces  the  estate  tax  base  as 
do  all  other  income  tax  payments  on  behalf  of  an  estate.  The  net 
decrease  in  estate  taxes  is  not  included  as  an  offset  to  the  tax  expendi- 
ture. The  administration's  estimates  of  $4.8  billion  in  fiscal  year  1975, 
$5.0  billion  in  fiscal  year  1976  and  $5.4  billion  in  fiscal  year  1977 
allow  for  the  offset  in  revenues  from  reduced  estate  taxes. 
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Members  of  cooperatives  receive  patronage  dividends  which  are 
based  on  the  net  income  earned  by  the  cooperatives.  All  patronage 
dividends  are  not  paid  in  cash  each  year,  but  a  substantial  portion  is 
retained  by  the  cooperative  and  is  paid  in  cash  in  subsequent  years. 
Cooperatives,  however,  may  deduct  the  cash  and  noncash  patronage 
dividends  so  long  as  20  percent  of  the  dividend  is  paid  in  cash  and 
the  patron  has  agreed  to  include  the  entire  dividend  in  his  income. 
Per  unit  retains  are  amounts  withheld  from  the  price  paid  to  patrons 
by  marketing  cooperatives  and  may  be  deducted  by  the  cooperative, 
if  the  patron  agrees  to  include  the  amount  in  his  income.  Other  rules 
apply  to  deductions  taken  by  cooperatives  for  dividends  on  capital 
stock  and  to  rural  electric  and  telephone  cooperatives.  The  deductions 
for  noncash  dividends  are  considered  tax  expenditures  because  they 
are  special  benefits  available  to  the  cooperative  form  of  business  that 
are  not  available  to  private  enterprises  performing  the  same  economic 
activities. 

A  number  of  tax  provisions  are  not  treated  as  tax  expenditures. 
The  general  tax  rate  structure  is  not  part  of  tax  expenditure  analysis: 
the  structure  of  graduated  tax  rates  and  taxable  income  brackets 
in  the  individual  income  tax  and  separate  tax  structures  for  single 
persons,  married  persons  filing  separately,  heads-of-households 
and  income  splitting  for  married  persons.  Other  such  items  are  the 
personal  exemption — one  per  taxpayer  and  dependent — and  the 
minimum  standard  deduction.  On  the  other  hand  included  as  tax 
expenditures  are  the  additional  personal  exemptions  for  the  aged  and 
blind,  itemized  personal  deductions,  and  the  excess  of  the  percentage 
standard  deduction  over  the  minimum  standard  deduction. 

In  the  business  tax  area,  the  combined  corporate  normal  and 
surtax  tax  rate  is  not  classified  as  a  tax  expenditure.  The  surtax 
exemption  is  treated  as  a  departure  designed  to  foster  small  corpora- 
tions and  therefore  is  treated  as  a  tax  expenditure. 

There  is  no  provision  for  negative  tax  expenditures,  and  no  pro- 
visions are  classified  as  disincentives.  Thus,  the  corporate  surtax 
rate  is  treated  as  the  basic  provision  and  not  a  departure  from  the 
normal  tax.  The  limitation  on  the  deduction  of  a  net  long-term  capital 
loss  is  a  limit  to  the  incentive  made  available  through  the  special 
treatment  for  capital  gains. 

Imputations  of  income  in  kind  received  from  the  services  of  durable 
assets  are  not  treated  as  income  in  the  tax  code  and  are  not  here  classi- 
fied as  tax  expenditures.  They  might  be  considered  as  income  under 
other  concepts  of  income  for  tax  purposes.  Measurement  of  the  im- 
puted income-in-kind  would  be  a  formidable  task.  The  imputed  income 
from  an  owner-occupied  home  is  the  most  prominent  of  these  items, 
and  among  the  others  are  the  income  that  could  be  imputed  to  house- 
hold furniture  and  appliances,  books  and  art  collections  and  automo- 
biles. Food  stamps  are  a  form  of  income  in  kind  that  also  is  omitted 
from  this  listing. 

Foreign  tax  credits  are  not  classified  here  as  tax  expenditures  since 
they  are  generally  considered  as  the  way  of  taking  into  account  the 
interrelationship  of  domestic  and  foreign  tax  systems.  In  addition  this 
analysis  does  not  attempt  to  go  behind  the  current  legal  acceptance  and 
attribution  of  payments  by  U.S.  corporations  to  foreign  governments 
as  taxes  (e.g.,  it  does  not  attempt  to  treat  any  as  royalties  as  in  the  case 
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of  oil  income),  when  the  payments  are  designated  in  that  way  by  those- 
governments.  Treating  credits  for  some  of  these  payments  as  tax  ex- 
penditures might  be  appropriate,  but  they  would  be  difficult  to 
measure. 

MEASUREMENT   OF  TAX   EXPENDITURES 

Estimates  of  tax  expenditures  are  difficult  to  determine  and  are  sub- 
ject to  important  limitations. 

Each  tax  expenditure  is  measured  in  isolation.  The  amount  of  the 
deduction  is  added  back  in  the  calculation  of  taxable  income,  which 
raises  its  level.  The  difference  in  tax  liabilities  between  the  existing 
structure  of  tax  rates  and  this  new  higher  level  of  tax  liabilities  is  taken 
as  the  amount  of  the  tax  expenditure.  For  this  computation  and  in 
keeping  with  the  general  practice  of  revenue  estimating,  it  is  assumed 
that  nothing  else  changes:  neither  the  behavior  of  the  taxpayer,  nor 
the  economic  variables  that  might  signal  an  adjustment  in  business 
behavior,  nor  tax,  fiscal  or  monetary  policies.  The  estimates  also  do 
not  take  into  account  any  effects  that  the  removal  of  one  or  more  of  the 
items  might  have  on  investment  patterns,  consumption,  or  other 
aspects  of  economic  activity.  In  other  words,  the  estimates  shown  do 
not  take  into  account  the  induced  effects  of  changing  the  provisions. 
Repeal  of  a  provision,  therefore,  would  not  necessaily  raise  the  revenue 
associated  with  removal  of  that  provision. 

There  are  other  aspects  of  this  kind  of  analysis. 

First,  if  two  or  more  items  were  to  be  ehminated,  the  result  of  the 
combination  of  changes  being  made  at  the  same  time  might  produce  a 
lesser  or  greater  revenue  effect  than  the  sum  of  the  amounts  shown 
for  each  item  separately.  This  is  why  totals  are  not  shown  for  table  1, 
except  in  a  footnote. 

Second,  in  some  cases  if  a  tax  expenditure  item  were  to  be  ehminated, 
it  is  probable  that  Congress  would,  at  least  to  some  extent,  desire  to 
deal  with  the  underlying  problem  by  a  direct  expenditure  or  loan 
program.  The  effect  of  any  such  program  is  not  taken  into  account 
in  the  estimates  shown.  A  direct  expenditure  could  become  a  tax 
expenditure  if  it  takes  the  form  of  a  payment  to  an  individual  or 
business  that  is  not  included  in  income  subject  to  taxation.  In  addition, 
if  some  of  these  provisions  were  removed  from  the  tax  laws,  this 
removal  might  be  accompanied  by  revisions  in  tax  rates,  personal 
exemptions  or  the  minimum  standard  deduction,  as  has  happened  in 
the  past.  Other  fiscal  and  monetary  policies  might  be  adopted  to 
offset  a  tax  change.  This  has  not  been  taken  into  account  in  the 
estimate-. 

Third,  when  tax  expenditure  items  have  been  added  to  the  tax 
law  in  the  past,  they  did  not  become  fully  effective  until  the  lapse  of 
several  years.  As  a  result,  the  eventual  annual  cost  of  some  items  is  not 
fully  reflected  until  some  time  in  the  future.  Conversely,  if  various 
items  now  in  the  law  were  to  be  eliminated,  it  is  unlikely,  in  many  cases, 
that  the  full  revenue  effects  shown  would  be  realized  until  an  extended 
period  of  years  had  passed.  & 

Fourth,  differences  in  personal  income  levels  and  corporate  profits 
can  also  account  for  differences  in  the  cost  of  tax  expenditure  items 
from  year  to  year.  Also,  some  tax  expenditure  items  themselves  may 
be  larger  or  smaller  from  year  to  year,  wholly  independent  of  tax 
considerations. 
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Fifth,  in  the  case  of  many  of  the  items,  especially  those  for  which 
information  is  not  available  on  tax  returns,  it  is  necessary  to  obtain 
information  from  whatever  sources  are  available  and,  when  sources 
are  limited,  to  make  assumptions  on  which  to  base  the  estimates. 

TAX  EXPENDITURES  BY  FUNCTIONAL  CATEGORY 

To  aid  analysis  of  the  economic  benefits  provided  through  the  tax 
laws  to  various  sectors  of  the  economy,  the  costs  (tax  expenditures) 
and  beneficiaries  (in  terms  of  area  of  activity)  are  grouped  in  table 
1  in  the  same  functional  categories  as  outlays  in  the  Federal  budget. 
Where  possible  and  relevant,  estimates  are  shown  separately  for  in- 
dividuals and  corporations.  Some  tax  expenditures  do  not  fit  clearly 
into  any  of  the  budget  functional  categories.  In  the  Special  Analysis 
F  in  the  Budget,  they  have  been  placed  in  three  functional  categories 
added  to  those  in  the  budget:  business  investment,  personal  invest- 
ment and  other  tax  expenditures.  In  this  report,  however,  the  tax 
expenditure  items  in  the  three  special  categories  have  been  placed 
within  the  budget  functional  categories  to  which  they  are  most 
closely  related  so  that  comparisons  will  be  easier  to  make  between 
outlays  and  tax  expenditures  by  functional  categories.  Table  2  lists 
each  of  the  items  and  shows  to  which  functional  category  it  was 
transferred. 
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Table  2. — Reconciliation  Between  Tax  Expenditures  in  Table  1  and  in  Special 
Analysis  F  in  the  Budget  for  Fiscal  Year  1977 

Restructuring  table  to  conform  with  budget  functional  categories  for  outlays 
b}r  transferring  items  from  personal  investment,  business  investment  and  other  tax 
expenditures. 


and 
rev- 


in 


Item 

1.  From  business  investment: 
Exclusion   of  interest   on   State 

local     government   industrial 

enue  bonds 
Excess   first-year  depreciation 
Depreciation    on    rental    housing 

excess  of  straight  line 
Depreciation  on  buildings  (other  than 

rental  housing)  in  excess  of  straight 

line 
Expensing  research  and  development 

expenditures 
Expensing    construction    period    in- 
terest and  taxes 
Capital  gain:    corporate   (other  than 

farming  and  timber) 
Investment  credit 
Asset  depreciation  range 

2.  From  personal  investment: 
Dividend  exclusion 

Capital  gain:  individual  (other  than 

farming  and  timber) 
Capital  gains  at  death 
Exclusion  of  interest  on  life  insurance 

savings 
Deferral  of  capital  gain  on  home  sales 
Deductibility  of  mortgage  interest  on 

owner-occupied  homes 
Deductibility   of   property   taxes   on 

owner-occupied  homes 
Deductibility  of  casualty  losses 
Credit  for  purchase  of  new  homes 

3.  From  other  tax  expenditures: 
Deductibility  of  charitable  contribu- 
tions (other  than  education) 

Deductibility  of  interest  on  consumer 

credit 
Maximum  tax  on  earned  income 


Transfered 


to  budget 
category 


functional 


Commerce  and  transportation. 


Commerce  and  transportation. 
Commerce  and  transportation. 

Commerce  and  transportation. 


Commerce  and  transportation. 

Commerce  and  transportation. 

Commerce  and  transportation. 

Commerce  and  transportation. 
Commerce  and  transportation. 

Commerce  and  transportation. 
Commerce  and  transportation. 

Commerce  and  transportation. 
Income  security. 

Commerce-  and  transportation. 
Commerce  and  transportation. 

Commerce  and  transportation. 

Income  security. 

Commerce  and  transportation. 

Health    and    Education,    training    and 

social  services. 
Commerce  and  transportation. 

Income  security. 
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March  9,  1976 


To  the  Committee  on  the  Budget,  U.S.  Senate, 
and  the  Committee  on  the  Budget,  U.S. 
House  of  Representatives: 

On  behalf  of  the  Joint  Economic  Committee,  I  am 
pleased  to  submit  the  fol lowing  report  pursuant  to  the 
Congressional  Budget  and  Impoundment  Control  Act  of 
1974,  Sec.  301(c).   Supplemental  views  of  individual 
Committee  Members  are  presented  fully  in  the  Joint 
Economic  Committee's  Report,  on  the  January  1976 
Economic  Report  of  the  President. 

The  following  Report  does  not  reflect  the  views 
of  the  Minority  Members  of  the  Committee.  Minority 
views  will  be  filed  separately. 

Hubert  H.  Humphrey,  Chairman 
Joint  Economic  Committee 
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I.   INTRODUCTION  AND  SUMMARY 

The  condition  of  the  United  States  economy 
continues  to  be  a  matter  of  distress  to  Members  of 
this  Committee.   Despite  recent  signs  of  improvement, 
seven  mi  I  I  ion  people  remain  out  of  work  by  official 
count.   If  discouraged  and  underemployed  workers  are 
included,  the  figure  exceeds  10  million.   An  esti- 
mated 60  to  75  million  people  in  1975  were  members 
of  families  in  which  someone  was  unemployed.   No  one 
can  be  complacent  about  the  recent  gains  when  full 
employment  is  still  years  away. 

To  inform  itself  first  hand  on  the  extent  of 
the  economic  crisis,  the  Committee  held  a  series  of 
hearings  on  unemployment  in  cities  throughout  the 
country.   It  traveled  to  Chicago,  New  York,  Atlanta, 
Los  Angeles,  Boston  and  Fa  I  I  River,  Massachusetts  to 
hear  testimony,  including  statements  by  unemployed 
persons,  State  and  local  officials,  and  others.  This 
testimony  was  very  useful,  and  some  of. the  recommen- 
dations in  this  Report  were  developed  from  ideas 
presented  at  these  hearings. 

The  problem  of  unemployment  is  especially 
acute  in  the  case  of  young  people.   In  January,  3.7 
million  persons  under  the  age  of  25  were  unemployed. 
Indeed,  this  prolonged  recession  threatens  to  spawn 
a  large  disenchanted  group  of  young  adults  —  out  of 
the  work  force,  without  opportunity  for  adequate  self- 
support,  and  alienated  from  the  society  that  fails  to 
accord  them  a  productive  role. 

The  Great  Recession  of  1973-1975,  as  Chart  l/l 
starkly  shows,  dwarfs  all  previous  postwar  reces- 
sions in  depth  and  duration.   Two  and  one  half  years 
after  this  recession  began,  the  economy  has  not  yet 
returned  to  its  1973.  income  levels.   Meanwhile,  the 
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Nation's  economic  potential  has  grown  faster  since 
1973  than  during  most  previous  downturns.   Lost  income 
and  production  since  the  start  of  the  recession  now 
totals  some  $400  billion  in  constant  dollars,  and 
further  losses  by  1980  will  run  in  the  range  of 
$600  to  $900  billion  depending  on  the  speed  of 
recovery.   In  either  case,  this  unnecessarily 
severe  recession  continues  to  involve  a  monumental 
waste  of  national  resources. 

It  is  in  this  light  that  the  recommendations 
of  our  Report  must  be  viewed.   It  is  true  that  the 
economy  has  made  good  strides  toward  recovery  in 
recent  months.   But  no  one  should  forget  that  it 
still  has  very  far  to  go  before  its  resources  will 
be  fully  utilized  and  before  inflationary  shortages 
could  recur  on  any  significant  scale.   Stimulative 
economic  policies  at  a  time  like  this  create  jobs, 
productivity  and  income;  not  inflation. 

The  President's  Economic  Report  is  a  blue- 
print for  recess  ion- 1  eve  I  unemployment  and  high 
inflation  for  several  years  ahead. 

The  President's  1977  budget  is  so  restrictive 
that  it  does  not  serve  as  a  useful  starting  point  for 
budget  policy  deliberations.   His  proposals  to  cut 
spending  by  $25  to  $30  billion  below  the  level  needed 
to  maintain  current  government  services  would  mean  a 
very  sharp  shift  toward  recession  while  the  economy 
remains  underutilized  and  unemployment  remains  above 
7  percent.  Compared  with  this  irresponsible  pro- 
posal, our  recommendations  may  look  quite  stimulative. 
Compared  to  the  projected  needs  of  the  economy,  however, 
our  recommendations  are  moderate. 

The  President's  estimate  of  the  budget  deficit 
based  on  his  policies,  moreover,  is  so  optimistic  that 
it  cannot  be  taken  seriously.  After  correcting  for 
this  overoptimism,  this  Committee  estimates  that  the 
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4 
President's  deficit  would  be  nearly  $60  billion  — 
not  $43  billion,  as  he  states.   The  Committee's 
recommendations,  after  counting  additional  tax 
revenues  from  higher  income  and  employment,  would 
not  materially  enlarge  the  deficit,  yet  more  than 
1-1/2  million  more  jobs  would  be  available  under 
the  Committee's  program,  real  output  would  be  4 
percent  higher  and  the  inflation  rate  2  percentage 
points  lower. 

The  long-awaited  recovery  from  recession  is 
less  assured  than  the  President  and  his  economic 
advisers  would  have  us  believe.  Although  an  impor- 
tant element  of  confidence  is  returning,  capital 
investment  still  is  languishing;  housing  construction 
is  far  below  what  it  should  be  with  a  record  number 
of  young  people  forming  new  households;  and  consumer 
intentions  remain  uncertain.   We  expect  improvement 
in  economic  performance  in  the  next  several  months, 
but  we  are  very  concerned  that  the  President's 
restrictive  1977  budget,  if  accepted,  would  remove 
the  supports  from  beneath  the  recovery  at  a  critical 
time.   Unless  economic  policies  are  substantially 
more  stimulative  than  the  Administration  proposes, 
the  recovery  could  founder  in  1977.   it  is  distress- 
ing to  realize  how  long  and  slow  that  recovery  will 
be  even  if  more  stimulative  fiscal  and  monetary 
policies  are  adapted. 

In  submitting  its  recommendations  on  economic 
policy  to  the  Congress,  the  Joint  Economic  Committee 
must  deplore  the  continual  statements  of  Adminis- 
tration officials  that  purvey  ignorance  and  misinfor- 
mation to  the  public  on  matters  of  economic  policy. 
Despite  its  deficiencies,  economics  has  become  a 
highly  developed  discipline.  Administration 
officials  often  speak  as  though  they  had  heard 
nothing  of  its  progress  in  the  past  40  years.  To 
i I  I ustrate: 

•  In  dealing  with  the  large  deficits  of  recent 
years,  the  Administration  ignores  the  fact 
that  they  result  directly  from  recession 
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and  not  vice  versa.  When  unemployment  mounts, 
tax  revenues  decline  and  spending  on  unemploy- 
ment compensation,  among  other  things,  rises. 
This  process  is  one  of  the  so-cal led  "automatic 
stabilizers"  of  the  economy.   Each  percentage 
point  of  unemployment,  as  noted  above,  increases 
the  Federal  deficit  by  about  $17  billion.   If 
unemployment  in  fiscal  year  1976  had  been  at 
4  percent  instead  of  its  projected  level  of 
about  8  percent  the  deficit  would  have  been  very 
largely  eliminated.   Yet  the  Administration 
spreads  the  erroneous  notion  that  the  deficit  is 
caused  by  "wasteful  spending." 

•  Another  distortion  of  fact  lies  in  constant 
allusions  to  massive  growth  in  Federal 
spending.   The  Federal  Government  is  not 
gobbling  up  the  national  pie.   As  a  propor- 
tion of  gross  national  product  (GNP),  in 
fact,  the  Federal  budget  has  maintained  a 
roughly  constant  20-percent  share  from  1953 
to  1973.   Federal  employment  has  fallen 
steadily  over  the  same  period  as  a  share  of 
the  civilian  labor  force,  from  4  percent 
to  3  percent. 

•Inflation  cannot  be  talked  down  by  castiga- 
ting the  Congress  for  its  budget  decisions. 
Congress  now  has  a  rigorous  process  for 
regulating  the  budget.   Dealing  with  infla- 
tion responsibly  requires  public  action  to 
ease  supply  shortages,  to  curb  excessive 
wage  and  price  increases,  and  to  cushion  the 
domestic  effect  of  world  price  fluctuations. 

•It  is  time  to  stop  misleading  statements 
on  the  significance  of  the  national  debt. 
The  facts  are   that  the  debt  has  dropped 
sharply  from  82  percent  of  annual  GNP  in 
1950  to  26  percent  in  1974. 

There  are   other  illustrations  of  poor 
economic  analysis  by  the  Administration,  such  as 
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warnings  that  Federal  borrowing  will  "crowd"  private 
investors  out  of  the  credit  markets  at  a  time  when 
credit  is  overly  abundant;  and  such  as  unnecessary 
alarms  about  social  security  financing  and  proposals 
to  raise  social  security  taxes  needlessly  while  the 
economy  remains  weak. 

Constant  reiterations  of  archaic  and  erroneous 
notions  mislead  the  public.   They  are  divisive  and 
harmful  to  the  formulation  of  reasoned  economic 
policy.   We  call  on  the  Administration  to  cease 
these  proclamations  and  to  elevate  the  discussion 
of  economic  policy  to  a  more  informed  and  pro- 
ductive level . 

Fiscal  Policy  and  Budget-Related  Recommendations 

For  the  immediate  future,  the  Committee 
recommends  a  number  of  essential  policy  initiatives: 

•Current  services  budget  estimates  prepared 
by  the  Congressional  Budget  Office,  rather  than  the 
President's  budget,  should  serve  as  a  starting  point 
for  congressional  decisions  on  the  1977  budget. 
Congress  should  make  reductions  from  current  services 
outlay  levels  wherever  such  reductions  are  consistent 
with  efficient  maintenance  of  necessary  government 
services.   Because  of  the  high  unemployment  which 
will  still  persist  in  1977,  a  large  part  of  the 
savings  achieved  in  this  way  should  temporarily  be 
invested  in. programs  to  deal  with  unemployment.  1/ 
Adoption  of  our  recommendations  would  result  in  an 
estimated  outlay  total  of  $412  to  $418  billion.  2/3/4/ 

•  Action  should  be  taken  prior  to  July  I  to 
provide  for  continuation  at  least  through  the  end  of 
1977  -of  the  personal  income  tax  reduction  which  has 
been  in  effect  during  1975  and  the  first  half  of  1976. 


\J       Senator  Proxmire  states:   "I  object  to  using  the 
"current  services  levels  —  that  is,  last  year's  pro- 
grams increased  for  population  and  price  levels  —  as 
a  starting  point.   This  is  a  mindless  method.   It 
legitimizes  all  those  programs  and  expenditures  — 
(Footnotes  continued) 
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(Footnote  I  continued) 

good  and  bad  —  now  in  the  budget.   I  advocate  zero- 
based  budgeting,  strict  benefit-cost  analyses, 
determining  the  economic  costs  of  alternative  programs, 
and  cutting  back  or  ending  inefficient  and  useless 
agencies  and  outlays." 

2/  Senator  Sparkman  states:   "It  is  most  disturbing 
to  see  continuing  increases  in  Federal  spending.   I 
believe  that  the  Congress  and  the  Administration  must 
make  greater  efforts  to  limit  this  spending  growth. 
For  that  reason,  I  would  place  particular  emphasis  on 
the  proposal  in  the  Report  that  immediate  efforts  be 
made  to  reduce  spending  for  programs  that  do  not  have 
high  priority.   I  believe  we  should  do  this  with  even 
greater  efforts  than  stated  in  the  Report. 

"Also,  I  would  hope  that  the  strength  of  our 
recovery  and  the  wise  use  of  monetary  and  tax  policy 
could  speed  up  the  recovery  and  thereby  reduce  the 
deficit.  An  economic  recovery  will  automatically 
increase  incomes,  which  in  turn  leads  to  higher 
revenues.   Likewise,  it  should  greatly  reduce  the 
need  for  spending  on  such  programs  as  unemployment, 
welfare,  food  stamps  and  emergency  employment.   In 
this  way,  there  would  be  a  healthy  force  working  to 
reduce  public  spending.   It  must  be  remembered  that 
the  recession  has  been  very  costly  to  the  Federal 
Government  as  well  as  to  the  other  sectors  of  our 
economy." 

3/  Senator  Proxmire  states:   "I  strongly  oppose  such 
a  high  budget  outlay.   See  my  supplemental  views  on 
p.  237." 

4/  Representative  Hamilton  states:   "Although  I 
favor  a  more  stimulative  program  for  the  economy 
than  the  President  has  proposed  in  order  to  sustain 
and  quicken  the  recovery  now  underway,  I  am  concerned 
with  the  magnitude  of  the  stimulus  proposed  by  this 
Report.   I  am  hopeful  that  the  recovery  will  be 
vigorous  enough  to  avoid  reaching  the  spending  target 
recommended  in  this  Report.   For  that  reason,  I  will 
reserve  judgment  at  this  moment  on  the  specific 

(Footnotes  continued) 
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•  The  strength  of  the  recovery  should  be 
carefully  monitored  during  the  next  few  months. 
Should  output  growth  appear  to  be  dropping  below  the 
7-percent  rate  needed  to  bring  unemployment  down 
appreciably,  an  additional  tax  cut  should  be  enacted 
for  1977.   This  additional  reduction  should  be  of  a 
type  which  will  act  directly  to  reduce  costs  and 
prices.   An  income  tax  credit  against  some  part  of 
social  security  taxes  paid  would  meet  this  require- 
ment. 

•No  increase  in  the  social  security  tax  rate 
is  necessary  or  desirable  in  1977,  nor  should  the 
Federal  unemployment  insurance  tax  rate  be  increased 
at  that  time. 

•  Since  its  founding,  the  social  security  system 
has  been  expanded  to  provide  far  more  than  just  retire- 
ment benefits  for  those  who  contribute.   Making  many 
people  eligible  for  benefits  who  had  contributed  little 
has  placed  a  heavy  burden  on  the  trust  fund.   To  relieve 
part  of  this  burden  and  to  avoid  further  increases  in 
the  regressive  tax  that  finances  this  system,  funding 
responsibility  for  the  hospital  insurance  program  should 
be  transferred  from  the  trust  fund  to  general  revenues. 
Receipts  currently  collected  for  hospital  insurance 
should  be  reallocated  to  the  Old  Age  and  Survivors 
Disability  Insurance  Fund. 


(Footnote  4  continued) 

expenditure  figure  recommended  herein. 

"The  report  also  recommends  the  enactment  of 
a  large  number  of  legislative  proposals.   While  I 
subscribe  to  the  objectives  of  these  proposals,  and 
may  very  well  support  them  when  they  come  before  the 
Congress  for  consideration,  I  do  not  want  my  general 
approval  of  the  Majority  Report  be  be  construed  as  an 
unreserved  endorsement  of  each  such  proposal." 
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•  A  comprehensive  strategy  for  dealing  with 
unemployment  is  essential  to  overall  economic  recov- 
ery.  An  antirecession  program  should  place 
primary  emphasis  on  providing  jobs  —  in  the  private 
sector  to  the  extent  possible,  but  supplemented  by 
emergency  public  works  jobs  and  public  service  jobs 
as  necessary.   Unemployment  compensation  should  be 
used  to  assist  workers  who  are  jobless  for  relatively 
short  periods  of  time.   Until  enough  jobs  are  pro- 
vided, however,  unemployment  compensation  or  other 
income  support  must  be  extended.   Federal  supplemen- 
tal unemployment  benefits  should  be  phased  out  with 
the  implementation  of  an  adequate  jobs  program.  5/ 

•Emergency  job  programs  should  be  expanded  to 
provide  additional  jobs  for  the  cyclically  unemployed 
—  those  who  normally  could  find  jobs  when  the  econ- 
omy is  operating  near  capacity.  The  additional  jobs 
created  by  this  program  expansion  should  be  in 
special  projects  lasting  from  one  to  two  years  and 
having  a  useful  and  identifiable  output.  The  jobs 
should  be  clearly  temporary  and  should  make  use  of 
skills  which  the  participants  already  have.  This 
emergency  program  should  be  in  addition  to  the  exist- 
ing CETA  job  training  and  public  service  employment 
programs.   Appropriations  should  be  provided  to 
create  a  total  of  one  million  jobs  during  1977, 
including  the  600,000  jobs  which  would  be  provided 
under  legislation  recently  passed  by  the  House  of 
Representatives  extending  and  enlarging  Title  VI  of 
CETA. 


5/  Senator  Proxmi re  states:   "This  could  become  a 
very  costly  program  unless  done  right.   I  advocate 
that  the  Government  become  the  employer  of  last 
resort  by  providing  useful  work  at  the  unemployment 
compensation  rates  of  those  laid  off  (plus  the  cost 
of  getting  to  work)  and  at  the  minimum  wage  for 
those  with  no  unemployment  compensation  eligibility 
who  are  entering  the  labor  force.   In  this  way  use- 
ful work  can  be  performed  for  the  society  at 
little  added  cost." 
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•Congress  should  quickly  reenact  and  the 
President  should  sign  legislation  providing  for 

(a)  countercyclical  aid  to  State  and  local 
governments,  and 

(b)  an  emergency  public  works  program 
designed  to  fund  high-priority  local  work  projects. 

•Nearly  one-half  of  the  total  unemployed  are 
persons  under  25  years  of  age.   Extended  idleness  for 
young  people  with  little  past  work  experience  will 
result  in  severe  social  and  economic  costs.  Congress 
should  give  high  priority  to  developing  a  comprehen- 
sive program  targeted  specifically  at  the  unemploy- 
ment needs  of  young  people. 

•  As  long  as  the  economy  operates  significantly 
below  capacity,  the  real  value  of  Federal  assistance 
to  State  and  local  governments  should  not  be  allowed 
to  decline.  Congress  should  reject  changes  in 
Federal  policies  that  significantly  increase  the 
costs  and  responsibilities  of  State  and  local 
governments. 

•  The  countercyclical  grant-in-aid  program 
should  be  reenacted  by  Congress  and  signed  by  the 
President.   It  should  remain  in  effect  as  long  as 
the  national  unemployment  rate  remains  above  5-1/2 
percent. 
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•  The  General  Revenue  Sharing  Program  should 
be  extended  for  three  years  so  that  State  and  local 
governments  are  assured  of  receiving  this  source  of 
Federal  assistance  to  meet  current  services  needs 
without  substantially  increasing  taxes.  6/ 

•  Honqress  has  the  responsibility  to  provide  a 
defense  budget  that  will  assure  our  national  security. 
We  believe  that  national  security  can  be  assured  at  a 
1977  spending  level  in  the  range  approved  by  Congress 
for  fiscal  year  1976  plus  allowance  for  current  infla- 
tion.  This  would  mean  a  reduction  from  the  President's 
request  for  budget  authority  of  approximately  $6  billion 
The  remaining  amount  of  about  $108  billion  would  repre- 
sent a  substantial  increase  in  the  dollar  budget  and 
would  provide  the  U.S.  with  the  resources  needed  to 
maintain  the  world's  strongest  military  force.  To 
achieve  the  budget  reduction,  Congress  should  eliminate 
waste  and  whatever  padding  is  in  the  budget  and  should 
scrutinize  the  requests  for  new  weapons  development.  7/ 


(5/  Senator  Proxmire  states:   "I  disagree.   Revenue 
sharing  should  be  ended  forthwith  and  Federal  tax 
sources  should  be  shifted  to  the  States  instead. 
Revenue  sharing  severs  the  ability  and  the  advantage 
of  spending  from  the  discipline  and  pain  of  raising 
the  taxes." 

7/  Representative  Long  states:   "While  I  concur  with 
the  spirit  of  this  recommendation,  I  will  make  inde- 
pendent judgments  on  defense  spending  as  the  appropriate 
congressional  committees  make  their  recommendations. 
Whether  or  not  the  result  of  my  judgments  on  individual 
items  will  be  above  or  below  the  specific  totals  listed 
here,  I  do  not  know.   My  primary  concern  is  the  continued 
security  of  the  United  States." 
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I  I .    ECONOMIC  SITUATION  AND  OUTLOOK 

In  the  second  half  of  1975,  the  United  States 
economy  began  a  recovery  from  the  worst  recession  in 
the  postwar  period.   Federal  tax  reductions  and  spend- 
ing increases  set  in  motion  during  1975  will  sustain 
that  recovery  throughout  1976,  although  its  pace  could 
slow  in  the  second  half.   The  support  which  these 
fiscal  measures  provided  to  real  income  will  boost 
consumer  spending  and,  combined  with  greater  avail- 
ability of  credit,  should  help  to  maintain  the  modest 
recovery  in  housing  which  began  at  the  end  of  1975. 
These  improved  prospects,  aided  by  returning  confi- 
dence, may  provide  the  impetus  for  business  investment 
increases  later  in  1976.  The  budget  policy  decisions 
that  must  be  made  in  1976  will  determine  whether  the 
recovery  wi  I  I  maintain  its  momentum  in  1977  or  whether 
growth  will  slow,  causing  inflation  and  unemployment 
to  persist  at  high  rates. 

The  1973-75  recession  was  not  only  the  most 
severe  in  the  postwar  period,  but  the  economy's 
rebound  from  this  sharp  decline  could  leave  some  pro- 
ductive labor  and  capital  idle  for  the  rest  of  this 
decade.   In  the  final  quarter  of  1975,  real  output 
was  still    below  the  levels  which  prevailed  in  late 
1973.   This  is  the  only  postwar  recovery  in  which  the 
economy  did  not  reach  its  prerecession  levels  within 
the  first  nine  months  of  recovery.   As  Table  11/1  indi- 
cates, output  dropped  twice  as  far  in  the  1 973-75  re- 
cession as  in  any  other  postwar  decline.   In  the  early 
stages  of  the  four  previous  postwar  recoveries, 
furthermore,  the  economy's  growth  rate  was  twice  or 
three  times  as  high  as  the  rate  of  decline  in  the 
recession.   In  1 975,  this  has  not  been  true. 

The  loss  in  gross  national  product  (GNP)  from 
underemployed  capacity  from  the  start  of  the  recession 
to  the  end  of  I975  sums  to  nearly  $400  billion  — 
a  monumental  total  of  wasted  opportunity.   Even  if 
the  economy  experiences  a  sustained  recovery,  another 
$600  billion  to  $900  billion  in  output  could  be 
lost  be  1 980,  depending  on  the  speed  of  recovery. 

(12) 
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In  judging  the  present  situation  and  policies 
to  deal  with  it,  one  must  be  fuliy  aware  of  how  far 
the  economy  remains  from  the  limits  of  its  capacity. 


Table  I  1/1 

Changes  in  Real  Gross  National  Product  in 
Postwar  Recessions  and  Recoveries9-/ 
(Percentage) 


Recovery  In 

Period  Recession  Decline  First  Nine  Months 

1953-54  -3.3  5.9 

1957-58  -3.2  5.8 

1960-61  -1.2  3.7 

1969-70  -I.I  3.7 

1973-75  -6.6  5.1 


Source:   Department  of  Commerce. 
a/  See  Chart  l/l ,  p.  6. 


The  unemployment  which  accompanied  the  1 973- 

1975  declines  in  output  was  more  severe  than  at  any 
time  since  the  Great  Depression.  The  official  unemploy- 
ment rate  rose  to  a  peak  of  8.9  percent  in  May  and 
declined  to  just  under  8.0  percent  at  the  beginning  of 
1976.   However,  when  one  includes  discouraged  workers 
who  have  dropped  out  of  the  labor  force  and  part-time 
workers  who  want  full-time  jobs,  the  unemployment  rate 
climbed  to  nearly  12  percent  and  still  remains  in  early 

1976  over  9~1/2  percent.   Recent  Improvements  in  the 
overall  unemployment  rate,  moreover,  mask  the  hardship 
suffered  by  several  labor  force  groups:   in  January, 
the  unemployment  rate  for  blacks  was  over  1 3  percent; 
for  teenagers  it  was  almost  20  percent;  for  black 
teenagers,  it  was  35  percent;  among  construction 
workers  was  still  above  15  percent.   As  pointed 

out  in  the  Committee's  recent  regional  hearings,  un- 
employment rates  in  cities  and  in  certain  regions 
of  the  country  are  sharply  higher  than  the 
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national  average.   The  Committee's  program  to  acceler- 
ate the  return  to  full  employment  is  outlined  in 
Chapter  Hi  and  IV. 

The  Outlook  in  1976 

In  our  judgment,  real  output  may  be  expected 
to  grow  by  about  6  percent  in  1976,  if  the  Adminis- 
tration's proposed  policies  are  followed.   Other 
forecasts  of  real  output  growth  range  from  5  to  7 
percent,  with  the  average  a  bit  more  pessimistic 
than  our  own.  Those  predicting  growth  rates 
approaching  7  percent  general ly  assume  a  somewhat 
more  expansive  policy  course  than  the  Administration 
has  recommended. 

During  the  first  half  of  this  year,  economic 
events  will  be  determined  largely  by  decisions  which 
already  have  been  taken.   Important  tax  decisions  yet 
to  be  taken  could  affect  the  economy  beginning  in  the 
third  quarter,  and  by  the  fourth  quarter  decisions 
relating  to  the  fiscal  1977  budget  will  begin  to  have 
their  effect.  A  sharp  shift  toward  a  restrictive 
budget  policy  such  as  the  Administration  recommends 
could  materially  weaken  the  prospects  for  continued 
economic  recovery  late  this  year  and  in  1977.   By  con- 
trast, the  supportive  budget  policy  and  other  recom- 
mendations contained  in  this  report  would,  we  believe, 
raise  the  output  growth  rate  for  1976  as  a  whole  to 
about  7  percent  and  would  provide  for  the  continuation 
of  a  strong  recovery  in  1977. 

Consumer  spending  in  real  terms  is  expected  to 
rise  by  5  to  6  percent  this  year,  led  by  a  strong 
increase  in  purchases  of  durable  goods.   Extension  of 
the  1975  income  tax  reduction  plus  an  historically  high 
savings  rate  and  the  deferral  of  many  major  purchases 
during  the  past  two  years  are  factors  contributing  to 
a  rebound  in  consumer  spending.   While  the  consumer 
sector  should  provide  the  bulk  of  the  real  growth  in 
the  economy  this  year,  a  renewal  of  inflationary  expec- 
tations would  weaken  the  still  fragile  improvement  in 
consumer  confidence. 
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The  outlook  for  private  investment  —  which 
includes  plant  and  equipment  spending,  residential 
construction,  and  inventory  investment  —  is  less 
certain.  A  modest  rise  in  housing  starts  to  a  level 
above  1.5  million  by  the  end  of  1976  will  contribute 
to  higher  investment.  This  recovery  will  be  hastened 
if  the  Federal  Reserve  pursues  monetary  policies  which 
lower  long-term  rates  throughout  the  year.  The 
rebuilding  of  inventories  also  will  contribute  to  GNP 
growth  during  the  year.  At  the  present  time,  however, 
business  plans  for  investment  in  plant  and  equipment 
remain  weak.  The  latest  Commerce  Department  survey  of 
spending  plans  indicates  a  decline  of  4  percent  in  real 
investment  in  1976.  While  these  plans  may  be  revised 
upward  as  the  year  progresses,  investment  in  plant  and 
equipment  cannot  be  expected  to  make  any  significant 
contribution  to  the  growth  in  real  output  during  the 
first  half  of  1976. 

Although  the  sharp  drop  in  unemployment  to 
7.8  percent  in  January  was  welcome,  it  was  so  large 
that  there  may  be  a  tendency  in  succeeding  months  for 
the  rate  to  remain  at  this  level  or  even  to  rise 
slightly.   It  is  not  uncommon  for  the  unemployment  rate 
to  move  in  step- I i ke  fashion;  that  is,  to  drop  sharply 
and  then  remain  on  a  plateau  for  several  months.   It 
is  possible  that  the  drop  in  unemployment  during  Jan- 
uary wi  I  I  be  the  major  improvement  that  we  will  see 
this  year. 

A  recovery  path  which  increases  output  by  only 
5  to  6  percent  in  1976  is  unlikely  to  reduce  the 
unemployment  rate  below  7.5  percent  by  year's  end.   In 

1975  unemployment  averaged  8.5  percent.   Normally, 

a  4-percent  growth  in  output  is  required  to  maintain 
the  current  unemployment  rate;  and  for  every  additional 
three  percentage  points  of  real  GNP  growth,  the  unem- 
ployment rate  drops  about  one  percentage  point.   By 
this  rule  of  thumb,  growth  in  real  GNP  of  6  percent  in 

1976  would  reduce  the  unemployment  rate  by  about  two- 
thirds  of  one  percentage  point  from  last  year's 
average,  or  to  an  average  of  about  7.8  percent  in  1976. 
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Will  The  Recovery  Be  Sustained? 

The  continuation  of  a  strong  recovery  into  1977 
is  in  doubt  at  this  time.   According  to  the  majority  of 
forecasters,  the  adoption  of  a  1977  budget  that  cuts 
the  level  of  real  government  services,  such  as  the 
budget  proposed  by  the  President,  will   roduce  the  1977 
growth  rate  in  real  GNP  to  well  below  the  5  to  6-per- 
cent rate  projected  by  the  Administration.   If  the 
Presidents  budget  of  $395  billion  is  adopted  a  growth 
rate  of  only  3  to  4  percent  in  1977  appears  probable. 
Those  forecasters  who  predict  1977  growth  rates  close 
to  the  Administration's  5  to  6-percent  projection 
uniformly  assume  that  more  stimulative  budget  policies 
wh I i  be  adopted. 

A  growth  rate  of  3  to  4  percent  would  lead  to 
an  increase  in  the  gap  between  actual  and  potential 
GNP  and  to  a  continuation  of  an  unemployment  rate  well 
above  7  percent  —  and  probably  above  7-1/2  percent  — 
throughout  1977. 

Several  of  the  sectors  that  are  expected  to 
lead  the  increase  in  GNP  during  1976  will  not  be  as 
strong  in  1977.   The  rebuilding  of  business  inventor- 
ies in  the  early  stages  of  recovery  will  be  largely 
complete  by  the  end  of  this  year.  The  strong  rate  of 
increase  in  residential  construction  expected  in  1976 
is  unlikely  to  be  maintained  in  1977  both  because  this 
year's  spurt  in  homebuilding  can  hardly  be  repeated 
and  because  the  high  price  of  housing  seriously  limits 
demand.   Real  outlays  at  the  Federal  level  and  grants 
to  State  and  local  governments  would  be  sharply 
reduced  under  the  Administration's  budget.  Thus  the 
government  sector  would  be  a  source  of  weakness  in 
1977  if  this  budget  were  adopted. 

This  would  leave  consumer  spending  and  bus- 
iness investment  to  lead  any  growth  of  output.   But 
the  strong  stimulus  given  by  the  1975  tax  cuts  and 
rebates  to  1976  consumer  spending  will  not  be  repeated 
in  1977.   The  income  tax  cuts  recommended  by  the 
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Administration  for  1977  would  be  substantially  offset 
by  recommended  increases  in  social  security  taxes. 
The  reduction  in  transfer  programs  implied  by  a  $395- 
bill! on  budget  would  further  reduce  the  gains  in  con- 
sumer income.   If  inflation  continues  at  the  6-percent 
rate  expected  by  the  Administration,  this  too  would 
cut  real  incomes  and  also  would  mean  that  the  personal 
savings  rate* which  is  expected  to  decline  somewhat  in 
1976  from  its  present  very  high  level,  would  be 
unlikely  to  decline  further  in  1977.  The  combination 
of  high  inflation  and  the  threat  of  unemployment, 
which  has  buffeted  American  families  for  the  last 
three  years,  is  likely  to  preclude  a  swift  return  to 
personal  savings  rates  in  the  prerecession  range  of 
6  percent  of  disposable  personal  income  unless  strong 
evidence  emerges  that  both  inflation  and  unemployrr^ 
are  being  permanently  reduced.   All  these  restraining 
factors  suggest  a  decline  in  the  growth  rate  of  con- 
sumer purchases  to  the  3  to  4-percent  range  In  1977 
from  the  5-percent  growth  we  anticipate  in  1976. 

The  outlook  for  investment  in  plant  and  equip- 
ment in  1977  remains  relatively  strong.   Sharp  in- 
creases in  corporate  profits  during  this  year  will 
provide  the  impetus  for  gains  in  business  spending. 
Because  of  the  time  lags  involved  in  actually  execut- 
ing increased  investments,  the  influence  of  higher 
profits  will  be  realized  primarily  in  1977.  However, 
even  an  assumption  of  10-percent  growth  in  business 
investment,  given  the  expected  slowdown  of  the  other 
major  sectors,  would  be  insufficient  to  raise  the 
overall  growth  rate  in  real  GNP  above  3  to  4  percent. 

Although  it  does  not  appear  probable  at  this 
time,  there  is  a  possibi I ity,  which  should  not  be  ex- 
cluded, that  a  restrictive  budget  policy  combined  with 
tighter  monetary  policy  could  halt  the  growth  in 
output  in  1977. 

In  sum,  the  continuation  of  a  satisfactory  pace 
of  recovery  in  1977  requires  a  set  of  economic  policies 
which  both  provide  support  to  the  economy  and  instill 
confidence  in  consumers  and  businessmen  that  neither 
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inflation  nor  recession  threatens  again.  We  recommend 
such  a  set  of  policies  in  this  report.   We  wan+  to 
stress  that  policies  operate  with  a  time  lag.   Action 
in  1976  Is  needed  to  support  continued  recovery  in 
1977. 

Prices.   Prices  at  both  wholesale  and  retail 
levels  rose  considerably  more  slowly  in  1975  than 
in  1974.   Consumer  prices  rose  by  7  percent,  com- 
pared to  12.2  percent  in  1974.   Wholesale  prices 
rose  only  4.2  percent,  down  from  20.9  percent  in 
1974. 

As  Table  11/2  shows,  the  components  of  the  con- 
sumer price  index  rose  at  similar  rates  in  1975.  The 
6.5  percent  rise  in  food  prices  during  the  year  was 
primarily  due  to  sharply  higher  prices  for  meats, 
while  other  food  items  generally  rose  by  less.  The 
other  two  items  causing  the  largest  increases  in 
consumers'  budgets  were  fuels  and  medical  care,  which 
rose  11  percent  and  10  percent,  respectively. 

In  spite  of  the  overall  improvement  in  wholesale 
price  behavior,  there  were  increases  among  individual 
sectors  that  are  cause  for  concern.  As  Table   I  1/3 
shows,  the  wholesale  prices  indexes  for  industrial 
commodities  accelerated  from  the  second  quarter  of 
1975  to  the  end  of  the  year.   Price  increases  were 
greatest  in  lumber  products  (10.7  percent  during  the 
year),  machinery  and  equipment  (7.7  percent),  mineral 
products  (8.3  percent),  and  fuels  (12.7  percent).  The 
acceleration  in  many  wholesale  prices  during  this 
period  of  slack  demand  and  low  capacity  utilization 
suggests  strong  market  power  on  the  part  of  a  number 
of  basic  materials  industries.   A  major  factor  con- 
tributing to  the  improved  performance  of  wholesale 
prices  was  the  modest  increase  in  farm  product  prices 
and  the  3.8-percent  decline  in  processed  food  and 
feed  prices  during  the  year. 

The  Administration's  forecast  of  6  percent  in- 
flation in  1976  and  1977  is  plausible  if  one  assumes 
sluggish  growth  and  the  complete  absence  of  any  anti- 
inflation  policy.   Several  factors  will  contribute  to 


583 


nl 


K^ 

IO 

O 

r» 

— 

vO 

o> 

— 

CN 

r- 

oo 

kd 

vO 

r^ 

in 

I 

o 

O 

•^r 

o 

vD 

vD 

CO 

_ 

00 

m 

in 

r- 

CO 

CM 

r- 

in 

= 

vO 

CN 

r» 

m 

CN 

o 

r- 

o 

CM 



CN 

o 

vO 

o 

r» 

ON 

r^ 

r~ 

in 

r» 

r» 

CN 

vo 

vO 

in 

** 

_ 

<■ 

rn 

VO 

CN 

rn 

vD 

o 

r« 

o^ 

vo' 

1 

r- 

CN 

■^ 

d 

O 

in 

vD 

_ 

r^ 

CN 

hn 

O 

r- 

r- 

vD 

= 

r^ 

vD 

"tf 

O 

I 

vO 

CN 

cn 

CN 

CM 
(N 

vD 
CM 

<N 
CN 

hO 

o 

CN 

o 

vO 
in 

CN 

CN 

in 

oo 



CO 

vD 

r- 

"3- 

r^ 

r^- 

m 

oo 

O 
CN 

vO 

in 

•^r 

in 

vD 
CN 

O 

CN 

1_     * 

o  — 

-i-  ro 

g  o 

^-. 

E   u 

>- 

-t- 

o 

■o 

8 

*  "O 

o 

CD    C 

o 

c   ro 

•— 

l_ 

in 

^ 

+- 

01 

u^ 

0  — 

u 

CD 

CD 

if)    o 

CD 

— 

— 

(U 

> 

s 

O)  — 

CD 

to 

if) 

Dl 

E 

~    CD 

E 

E 

L 

CD 

3 

-o 

CD 

CD 

0 

+- 

>-M- 

c 

+- 

+■ 

c 

— 

"O 

CO 

— 

•— 

0 

— 

0 

CD  — 

if) 

— 

— 

-o 

— 

o 

c  — 

CO 

— 

— 

c 

2^ 

a.  to 


5 
0 

■D    O. 

© 

+-  -D 

(0    C 
—    CO 


—   "D 
CD    O 

U-     Q. 


ft>| 


584 


20 


r^  vDOOONVDONVOOOCMCNvDr-rvJ 

oo        i^-cor--o>vt^>r-'srcMvDvOvDcDir\ 


incN-sTONOOcO'srco^  r-o-^- 


4- 

-:.t 

(0 

l-» 

_c 

o> 

— 

o 

c 

CM 

rO 

t—  Mcofomhvoo^o^  oo  vo  in 
i 
i 

in 

Mnin^NinoM^'*^  m  *d-  ■■— 

0) 

ex 

c 

CJ 


a\        vD'-^^nroooO'-vOvD'-iri 
«—  cn  cn  *-       Nin--  m  —  csjcN'— 

i  i 


CT) 

c 
■o 

Z3 

CD  U 
C  X 
—  0) 
in 

in  * 
CD  in 
O  — 
O  ro 
i_  — 
id  aL 

—  <D 

l-  H-  +- 

-i-  o  03 
in        e 

=3     0 

-a   en  © 

C     (D   "O 

—  -I-  3 

—  o 

—  >- 

<   00 


.   in 
.   O 

o 

•  en 

•  "O 

0 
in  .c 


in 


"o  in 
O  — 
O  c 
en  — 


-c   o 
in   o 


0   c 

+-  — 

03    M- 


000 


E  U 

L-  => 

0  X3 

-I-  O 

c 


—  Q_   O 


0   "O 

i-  c 
03     03 

a. 

a.  in 

03  4- 

o 
"o  r3 
c  "O 

03    O 

in   a. 
+- 
o  -o 

3  <D 
-a  4- 
O  03 
L.  — 
CL   CD 

CD 

—      •> 

.—  m 

-l 

X    CD 

CD    =3 


in 


O 

+-  3 

O      •   -O 
3  O 

-D  l.  in 
O  tn  cl  +- 
1-4-         O 

a.  o  -o    =J 
Z3    CD   xj 

■OTJ-     O 

—    CL   03 

(D   tl   "O     ID 


o 

~0     O 
C    3 

03 

-a 
in   c 


c  +- 
ro    a) 

L. 

CD  "D 

Q.  C 

03     CO  03 


03 

O  L. 

.-  CD 

E  -Q 

CD  E 

O  -J 


C  03 
CD 

E  en. 

Q.4- 
4-  —   O 

C      =>     =5 

CD  cr-u 
E  CD  O 
a.  l. 
—  -a  a. 

=>   c 
cr  03  — 

CD  03 

in  •— 
c  —  4- 

03     o    ^ 

i_    CD    C 

CD     >  — 


in    c 


CL     03 

—    4- 

3     CD 


O    <D 


in 

03 
Q. 

in 
"O    CD 

c  — 

03    JD 

L.    £ 
CD    =3 

-Q  -o 

X) 
3  T3 


1-    CD 

CD   in 

-C  =3 

4-  O 

CO  JZ 

CD 

—  X) 

c 

*    03 

in 

C    CD 

—  L. 
-*      =3 

in  +- 

•>  c 
in   !_ 

CD     D 

-a  m- 

si  * 

in 

in  4- 

0  u 

-o  =5 

n  -o 

—  O 
O  t- 

c     O- 


•*  03 

■O     L_ 

CD    CD 
4-    c 

in  — 

£  E 

^'  (J 

03  .- 


03    CD 
C     E 


ft 


•o 

(0|  CL 


•    O 

in  jd 

4-  03 

O  -I 

=5 

-O  M- 

o  o 

Cl  4- 

3  I 

St 

C  03 
03     CL 

—  0 

—  Q 
0 

(J 

in    •• 

—  0 
E    U 

s_ 

-D  3 
C  O 
03    CO 


585 


21 

slightly  better  price  performance  this  year  than  last. 
Food  prices  are  not  expected  to  rise  more  than  4  to  5 
percent  according  to  the  latest  Department  of  Agri- 
culture forecast,  although  the  current  drought  in  the 
grain  belt  or  other  unfavorable  weather  developments 
could  change  this  outlook  substantially.   Average 
crude  oil  prices  should  not  rise  and  may  decline 
somewhat  as  a  result  of  the  domestic  price  rollback. 
The  gains  in  productivity  which  usually  accompany  the 
early  stages  of  recovery  should  hold  down  unit  costs 
of  output  in  most  sectors. 

Private  forecasters  and  several  witnesses  before 
this  Committee  have  emphasized  the  possibility  of 
reducing  the  inflation  rate  below  the  Administration's 
6-percent  forecast.   Stronger  GNP  growth  in  the  second 
half  of  1976  and  early  1977  would  hold  down  unit  costs 
through  greater  increases  in  productivity.   A  stronger 
government  role  in  restraining  prices  in  concentrated 
industries,  where  prices  rose  even  at  the  bottom  of 
the  recession,  could  hold  price  increases  to  5  percent 
this  year  and  improve  the  possibility  for  an  inflation 
rate  in  the  4-percent  range  by  the  end  of  1977. 

Wages.   Wage  settlements  over  the  life  of 
union  contracts  rose  by  7.8  percent  in  1975  com- 
pared to  7.3  percent  in  1974.  These  increases  in 
wages  and  in  wages  combined  with  benefits  were 
more  modest,  however,  than  one  would  have  expected 
considering  the  declines  in  real  income  which 
workers  have  suffered.   Real  hourly  earnings  — 
that  is,  earnings  adjusted  for  inflation  — 
declined  I.I  percent  in  1973  and  3.4  percent  in 
1974.   A  high  unemployment  rate  combined  with 
falling  corporate  profits  in  1975  limited  the  size 
of  settlements  during  the  year.   As  Table  11/4 
shows,  increases  in  overall  compensation  for  the 
entire  economy  in  1975  averaged  9  percent  compared 
to  9.7  percent  in  1974. 

This  year  the  collective  bargaining  calendar  is 
especially  heavy  with  4.4  million  workers  affected  by 
contract  expirations,  compared  to  2.5  million  in  1975. 
Major  industries  facing  contract  negotiations  include 
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Table  11/4 

Annual  Rates  of  Change  in  Compensation,  1973  -  1975 
(percent) 

Measure  of  Compensation        1973     1974     1975 

I.  Wages  (1,000  workers 
or  more) 
First  year  adjustment 
Average  over  I i  f e  of 
contract 

I  I .  Wages  &  Benefits  Combined 
First  year  adjustment 
Average  over  life  of 
contract 

III.  Aggregate  Compensation 
Measures 
Total  compensation  per 

hour,  a  I  I  employees, 

private  nonfarm 

economy  7.9      9.7      9.0 

Average  hourly  earnings, 

production  or  nonsuper- 

visory  workers,  private 

nonfarm  economy        7.0      8.3      7.0 
Real  adjusted  hourly 

earn  ings  -I.I     -3.4      2.2 


5.8 

9.8 

10.2 

5.  1 

7.3 

7.8 

7.1 

10.7 

1  1.2 

6.  1 

7.8 

8.0 

Source:   Bureau  of  Labor  Statistics. 
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automobiles,  trucking,  construction,  electrical  ma- 
chinery, meat  packing,  rubber,  farming,  and  con- 
struction machinery.   Rising  corporate  profits  and  an 
attempt  to  catch  up  with  past  price  Increases,  es- 
pecial ly  by  unions  without  cost-of-living  escalators 
in  their  existing  contracts,  will  put  strong  upward 
pressure  on  wage  settlements.  Continued  high  levels 
of  unemployment  will  exert  some  pressure  in  the 
opposite  direction,  but  the  factor  which  could  have 
the  greatest  effect  in  encouraging  moderation  in  wage 
settlements  would  be  confidence  that  the  rate  of  in- 
crease in  consumer  prices  will  continue  to  decline.  A 
price-incomes  policy  designed  to  provide  that  assurance 
is  discussed  in  Chapter  III. 
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III.  FISCAL,  MONETARY,  AND  PRICE- INCOMES  POLICIES 

In  1976  and  1977  the  opportunity  will  be 
present  to.  make  significant  progress  toward  both 
lower  unemployment  and  less  inflation.   This  desir- 
able progression  of  events  will  not  occur  spontane- 
ously, however.   Federal  policies  must  be  con- 
sciously directed  toward  specific  targets  for  out- 
put, employment,  and  prices.  This  chapter  describes 
the  targets  which  we  believe  to  be  appropriate  for 
1 976  and  1 977  as  well  as  the  fiscal,  monetary,  and 
price-incomes  policies  needed  to  achieve  those  tar- 
gets. 


The  Goals  of  Economic  Policy 

The  1975  Annual  Report  of  the  Joint  Economic 
Committee  recommended  that  policy  in  1 975  be  directed 
toward  an  output  target  for  the  fourth  quarter  of 
1975  which  would  be  consistent  with  an  unemployment 
rate  of  7.8  to  8. I  percent.  Actual  output  in  the 
fourth  quarter  of  last  year  was  very  close  to  the 
recommended  target,  and  the  unemployment  rate, 
although  it  remained  above  target  in  the  fourth 
quarter,  has  subsequently  fallen  to  7.8  percent  in 
January.   This  time  lag  between  output  changes  and 
changes   in  the  unemployment  rate  is  to  be  expected 
in  the  early  stages  of  an  economic  recovery. 

Targets  for  1976.   Last  year  we  also  recom- 
mended that  policy  be  directed  toward  achieving  real 
output  growth  of  8  to  9  percent  from  the  fourth 
quarter  of  1975  to  the  fourth  quarter  of  1976.   We 
continue  to  believe  that  such  rapid  growth  of  output 
would  be  desirable.   It  would  pose  no  threat  of 
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accelerating  inf lation.J_/   Indeed,  the  productivity 
gains  associated  with  rapid  growth  would  help  reduce 
the  rate  of  price  increase. 

It  does  not  presently  appear,  however,  that 
8  to  9  percent  output  growth  is  at  all  likely  in 
1976.   It  would  be  a  disservice  to  advocate  short- 
term  policy  targets  which  have  such  slim  hope  of 
realization.   The  maximum  output  growth  which  it 
seems  reasonable  to  expect  during  1976  is  about  7 
percent.   We  recommend  this  as  an  appropriate  policy 
goal  for  this  year. 

•  Employment  Targets.   Achievement  of  this 
output  target  would  still  imply  an  unemployment  rate  of 
7.2  to  7.3  percent  at  the  end  of  this  year.  This  we 

do  not  regard  as  satisfactory.   Our  short-run  goal 
should  be  to  bring  the  unemployment  rate  below  7 
percent  by  the  end  of  this  year.   To  do  so  wi I  I 
require  supplementing  monetary  and  fiscal  policy 
with  special  emergency  job  programs.   These  programs 
are  discussed  in  Chapter  IV. 

•  Price  Targets.  Measured  by  the  deflator 
for  gross  national  product,  prices  rose  6.5  percent 
from  the  fourth  quarter  of  1974  to  the  fourth  quarter 
of  1975.   The  Administration  projects  further  price 
increases  of  5.9  percent  in  1976  and  6.3  percent  in 
1977;  in  other  words,  no  further  dimunition  of  in- 
flation either  this  year  or  next. 

We  believe  that  both  tax  policy  and  price- 
incomes  policy  can  be  utilized  in  ways  which  will 
significantly  increase  prospects  for  regaining  price 
stabilitv.   The  setting  of  specific  price  targets  is 


U       Representative  Gil  I  is  Long  states:   "Generally, 
I  support  increased  output  as  an  essential  element  of 
economic  recovery;  however,  I  am  concerned  about  a 
resurgence  of  inflation  which  could  possibly  result 
from  this.   I  would  not  go  so  far  as  to  say  that 
increased  output  poses  no  threat  of  accelerating 
inflation,  but  I  recognize  fully  the  need  for 
increasing  output." 
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necessary  to  provide  the  guidance  which  business  and 
labor  need  in  order  to  join  in  a  cooperative  voluntary 
effort  to  further  reduce  inflation.  With  proper 
policies,  the  rate  of  inflation  should  not  exceed 
5-1/2  percent  for  1976  as  a  whole.  By  the  fourth 
quarter  the  inflation  rate  should  be  no  higher  than 
5  percent. 

In  recommending  specific  price  targets,  we 
wish  to  stress,  however,  that  some  causes,  of  inflation 
lie  essentially  outside  the  control  of  economic  policy. 
Our  recommended  targets  assume  an  adequate  harvest 
and  the  absence  of  new  external  price  shocks.   Should 
some  major  unanticipated  event,  such  as  the  world  oil 
price  increases  of  1973-74,  occur  in  1976,  these 
price  targets  will  require  amendment. 

Goals  for  1977.  Policies  adopted  now  will 
have  more  influence  in  1977  than  in  1976.  As  dis- 
cussed in  the  previous  chapter,  the  present  outlook 
is  for  output  growth  to  slow  significantly  in  1977 
and  for  unemployment  essentially  to  remain  stuck  at 
a  rate  above  7  percent.  Obviously,  this  is  not  a 
satisfactory  outlook.  Policy  actions  are  needed  now 
to  support  a  stronger  economy  in  1977. 

Policies  should  be  directed  toward  continuation 
of  a  7  percent  rate  of  growth  of  real  output  in  1977. 
Policy  should  also  aim  to  reduce  the  rate  of  unemploy- 
ment to  6  percent  or  less  by  the  fourth  quarter  of 
1977.  As  in  1976,  this  will  require  augmentation  of 
fiscal  and  monetary  policy  with  a  temporary  program 
of  direct  job  creation. 

Neither  labor  nor  capital  resources  can  be 
expected  to  approach  full  utilization  in  1977.  Hence 
continued  rapid  output  growth  poses  no  danger  of 
worsened  inflation.   Rather,  rapid  growth  coupled  with 
appropriate  tax  policy  and  voluntary  price-incomes 
policy  can  reduce  the  inflation  rate  to  no  more  than 
4  percent  by  the  end  of  1977.  Again,  this  inflation 
goal  assumes  adequate  harvests  and  the  absence  of 
major  external  price  shocks. 
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Table  I  I  1/1  summarizes  our  suggested  policy 
goals  for  1976  and  1977.   These  targets  are  ambitious, 
but  they  are  not  unattainable.  With  unemployment 
still  well  above  the  levels  of  past  recessions  and 
with  prices  still  rising  at  a  rate  which  prior  to  the 
1970s  would  have  been  regarded  as  intolerable,  there 
is  no  room  for  complacency  about  the  economy.   To 
aim  at  targets  which  represent  anything  less  than 
the  maximum  progress  which  can  be  achieved  would  be 
to  turn  our  backs  on  the  Employment  Act  mandate  to 
promote  "maximum  employment,  production  and  purchas- 
ing power." 

The  benefits  of  achieving  these  targets  are 
well  worth  the  effort.   By  the  end  of  1977,  more 
than  1-1/2  million  more  jobs  would  be  available  than 
would  be  the  case  if  the  Administration's  policies 
are  followed.  The  unemployment  rate  would  be  1.7 
percentage  points  lower,  real  output  4  percent  higher, 
and  the  rate  of  price  increase  2  percentage  points 
lower.  The  Administration's  program  would  keep 
unemployment  stuck  very  close  to  its  present  7.8 
percent  rate.   Our  proposals  would  bring  unemployment 
down  steadily  and  fairly  rapidly. 

Returning  to  Potential  Output:   Goals  for  1980. 
Chart  I  I  1/1  compares  potential  output  through  1982 
with  expected  actual  output  under  two  different 
assumptions.   The  output  path  labeled  "desired  recov- 
ery path"  assumes  that  our  recommended  output  targets 
for  1976  and  1977  are  achieved.   From  1978  through 
1982,  it  is  assumed  that  the  rate  of  growth  of  real 
output  is  gradually  reduced  from  the  7  percent  of 
1977  toward  the  3-1/2  percent  which  will  approximate 
the  growth  of  potential  in  the  early  1 980s. 2/   In 


2/  The  potential  growth  rate  is  defined  as  the  rare 
of  real  output  growth  necessary  to  keep  the  economy 
operating  at  a  constant  level  of  resource  utilization. 
It  is  determined  by  growth  of  the  labor  force,  changes 
in  average  hours  worked,  and  growth  of  output  per  hour 
(productivity).  The  potential  growth  rate  is  presently 
about  4  percent  per  year  but,  because  of  slower  growth 
of  the  working  age  population,  it  is  expected  to  drop 
gradually  to  about  3-1/2  percent  by  1980. 


592 


28 


^ 

+- 

r- 

(D 

p- 

CT 

ON 

I_ 



m 

4- 

w 

VO 

o 

V*. 

V*. 

-&«. 

V* 

o 

• 

• 

O 

CM 

o 

o 

00 

o 

• 

• 

■ 

o 

ON 

o> 

r^ 

r- 

VO 

"d- 

r» 

^r 

fO 

o\ 

^ 

+- 

VD 

a) 

r- 

CT 

ON 

i- 

— 

io 

+■ 

w 

<tf         o 

<*       o 


— 

in 

(0 

r- 

3 

ON 

4- 

— 

0 

<0 

w 

—  00 

CO 

GO 


_Q  <D 

03 


O 

CL 

E 


in 


vs. 
O 


vs. 


V2- 

in 


V3. 

o 


oo 


^o 


<d| 

Q_ 
CD 


CD 

■a 
0) 

+- 

o 

o 

L. 

Ql 


<D 
CD 

C 
ID 

o 


-ol 


(0 
CD 


o 


o 

Q. 

E 
<D 

C 
=0 


Q_ 
Z 

cd 

T3 

CD 
+- 

u 

— > 
0 

s_ 
Q- 


CD 

E 

4- 

O 

ro 

c 

L 

O 
u 

— 

LU 

* 

n 

3 

4- 

10 

C 

C 

•  — 

c 

c 

0 

■a 

0 

+- 

0) 

"O 

o 

4- 

c 

Cl 

— > 

ro 

0 

TD 

in 

ro 

L 

T" 

c 

>> 

ID 

0 

u 

— 

> 

L_ 

ro 

-a 

CD 

c 

<; 

CL 

o 

IS) 

u 

ro 

ro 

0 

E 

10 

in 

0 

ID  c 

a,  iT8 

"Z  ro  o 

•    (D     Z3 

l.-~  cr  — 

0  4- 

+-  c  en  o 
ro  +-  .-  ^ 
13  2   L    O 

JlT,'       . 

4-    C    a)     q) 

l_   ro   en  u 

o  —  ro  a) 
m-  ro  jc    e 

°  "h       o 

4-    O  4-  o 

ro  c 

L.  (D    m_ 

CD    C 

CD 


o  o 
Sit 

CD 

a  4-  ro     • 

o  ro  cl  0 

£  "~  a>   CD 

?  t  Q  +- 

0    "O  ._ 

*■  -      ••    E 

w    E 
0    O 


ro 

3  4- 
cr  0 


Ll-  Q  O    o  o 

3 
S.VX    o 

ro|-o|  u|c/> 


593 


w 


to 

X 

s 

Q. 


UJ 

> 

O 

o 

UJ 

tt 

UJ 

> 


UJ 


1       1         1            1                1 

• 

— 

E^\ 

UJ 

Z 
O 

N 

W%.  \* 

-J 
< 

M\ 

Z/ 

UJ 

m\  \ 

O 
a. 

< 

UJ 

Z 

*lk        / 

a. 
z 

— 

^-\^§v             JL 

a 

-~~ 

is 

.  -i 

D 

U 
< 

o 

___ 

Q 

CM 

r*. 

O) 

r- 

*^ 

O 

1 

III                l               \ss§s 

c  _ 

1 

J L          1                1               ^$« 

8 

CD 


00 


CD 


15 

CD 


cd 


cd 


cd 


R  :• 

CD        z 


_£ 


CD 


CN 


■58 


8 


o« 


594 


30 


this  way  the  economy  enters  its  potential  zone  grow- 
ing at  a  rate  ^sufficient ly  moderate  that  sudden 
demands  are  not  imposed  on  scarce  resources.   With 
a  growth  pattern  of  this  type,   inflationary  bottle- 
necks can  be  avoided,  and  continuing  operation  of  the 
economy  within  the  zone  of  its  potential  should  be 
compatible  with  reasonable  price  stability. 

The  output  path  labeled  "unstable  recovery" 
does  not  bring  the  economy  to  its  potential  zone 
until  1981.   Furthermore,  potential  would  be  reached 
in  a  way  which  would  both  increase  the  cumulative 
loss  of  output  prior  to  1980  and  greatly  enlarge 
inflationary  risks.   This  path  assumes  that  output 
growth  will  drop  below  4  percent  in  1977,  a  pattern 
which  in  our  judgnent  must  be  expected  if  Adminis- 
tration policies  are  adopted.   It  is  then  assumed 
that,  beginning  in  1 978,  the  economy  grows  steadily 
at  6.5  percent  per  year  until  the  zone  of  potential 
output  is  reached.   This  is  the  type  of  path  which 
is  assumed  for  planning  purposes  in  the  Administra- 
tion's five-year  budget  projections.   Judging  from 
historical  experience,  such  a  pattern  is  extremely 
unlikely  to  be  achieved.   If  it  were  to  occur,  it 
would  cause  output  to  come  up  against  its  potential 
while  still  growing  rapidly,  creating  inflationary 
pressures  which  would  prevent  the  maintenance  of  a 
stable  full  employment  growth  pattern. 

Even  based  on  the  path  labeled  "desired," 
the  cumulative  loss  of  output  resulting  from  the 
recent  recession  will  approach  $l  trillion  through 
1980  (measured  in  1975  prices).   This  enormous 
loss  is  all  the  more  tragic  because  much  of  it  could 
have  been  avoided  if  wiser  and  more  fores ighted 
policies  had  been  adopted  in  time  to  head  off  or 
minimize  the  recession.   If  the  alternative  path 
labeled  "unstable  recovery"  is  followed,  the  cumula- 
tive loss  of  output  would  be  increased  a  further 
$300  bi  I  I  ion. 
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31 
Fiscal  Pol  icy 

Present  expectations  are  that  real  output  will 
grow  about  6  percent  this  year,  that  unemployment 
will  still  be  above  7  percent  at  year-end,  and  prices 
still  rising  at  about  a  6- percent  rate.   Policy 
changes  adopted  at  this  time  cannot  achieve  dramatic 
departures  from  this  path  within  the  remaining  nine 
months  of  this  year.  As  discussed  in  the  previous 
section,  however,  proper  policies  can  raise  the 
growth  of  real  output  to  about  7  percent  while  at 
the  same  time  gradually  setting  in  motion  further 
reductions  in  the  inflation  rate.   Even  more  important, 
policies  adopted  at  this  time  can  lay  the  foundation 
for  continued  rapid  growth  and  greater  price  stability 
in  1977. 

The  Fiscal  1976  Budget.   The  Second  Concurrent 
Resolution  on  the  1976  Budget  embodies  congressional 
decisions  on  the  proper  levels  of  outlays  and  receipts. 
These  decisions  are  appropriate  to  the  needs  of  the 
economy.   Tax  and  spending  decisions  made  by  Congress 
during  the  past  year,  sometimes  in  the  face  of 
determined  opposition  by  the  Administration,  have 
served  to  halt  the  worst  recession  in  40  years  and 
initiate  a  recovery. 

Two  vital  pieces  of  legislation  remain 
necessary  to  achieve  the  budget  policy  established 
in  the  Second  Resolution.  The  first  of  these  is 
the  extension  and  expansion  of  the  Emergency  Public 
Jobs  Program.   Legislation  providing  for  this  has 
now  passed  the  House  and  is  pending  in  the  Senate. 
The  second  legislative  need  is  for  the  provision 
of  special   antirecession  aid  to  State  and  local 
governments.   Legislation  containing  provision  for 
such  aid  was  recently  passed  by  Congress  but  was 
vetoed  by  the  President.   As  discussed  more  fully 
in  Chapter   IV,  this  assistance  to  State  and  local 
governments  is  a  vital  part  of  an  overall  strategy 
for  economic  recovery.   We  urge  the  Congress  to 
again  enact  and  the  President  to  sign  legislation 
providing  for  this  program. 
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Provision  for  fiscal  1976  outlays  for  both 
these  programs  was  contained  in  the  Budget  Reso- 
lution. Thus  enactment  will  represent  a  carrying 
out  of  previously  determined  policy,  not  a  new 
addition  to  planned  outlays.   It  will  also  repre- 
sent adoption  of  essential  components  of  a  program 
to  reach  our  recommended  goals  for  economic  per- 
formance this  year. 

The  Fiscal  1977  Budget.   As  discussed  above, 
present  expectations  are  that  the  economy  wi I  I 
weaken  in  1977.   If  Administration  policies  are 
adopted,  output  growth  can  be  expected  to  drop  to 
4  percent  or  less.  To  achieve  instead  the  7-percent 
growth  which  we  recommend  will  require  supportive 
policies.  Much  can  be  accomplished  through  a 
monetary  policy  which  accommodates  private  invest- 
ment and  through  a  price-i ncomes  pol  icy  which  reduces 
inflationary  expectations.  Fiscal  policy  too  must 
play  a  supportive  role. 

Administration  Recommendations.  The 
^Administration  has  proposed  a  highly  restrictive  budget 
for  1977.   Examination  of  the  recommended  quarterly 
pattern  of  outlays  and  receipts  is  instructive.  As 
can  be  determined  from  Table  Ml/2,  the  Administration 
recommends  that  expenditures  rise  only  4  percent  from 
the  first  half  of  1976  to  the  first  half  of  1977. 
With  prices  expected  to  rise  about  6  percent  under 
Administration  policy,  this  implies  an  actual  decline 
of  about  2  percent  in  the  real  level  of  government 
services.  Such  a  decline,  coming  at  the  very  time 
when  the  economy  most  needs  support  in  order  to  add 
vigor  to  the  recovery,  represents  extremely  poor 
timing  of  fiscal  policy. 

It  is  also  helpful  to  look  at  the  budget 
as  it  would  be  at  "full  employment,"  that  is  as 
it  would  be  if  the  unemployment  rate  could  be  kept 
constantly  at  4  percent.  The  estimates  shown  in 
Table  Ml/2,  which  have  been  prepared  by  the 
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Committee  staff,  indicate  a  swing  of  almost  $30 
billion  in  the  full  employment  surplus  over  the 
seven  quarters  shown  in  the  table.  3/  The  most  recent 
past  experience  of  a  large  swing  in  the  full  employ- 
ment budget  is  found  in  1972-1974,  when  the  full 
employment  surplus  rose  by  over  $40  billion  during 
the  six-quarter  period  from  the  fourth  quarter  of 
1972  to  the  second  quarter  of  1974,  helping  to 
precipitate  the  severe  recession  of  1974-75.   The 
tragic  experience  of  this  recent  recession  provides 
persuasive  evidence  that  sudden  swings  in  fiscal 
policy  can  have  devastating  economic  effects  and 
must  be  avoided. 

The  Administration's  budget  recommendations 
are  inadequate  both  as  regards  total  receipt  and 
expenditure  levels  and  with  respect  to  the  compo- 
sition of  spending.  The  Budget  contains  individual 
recommendations  which  deserve  serious  consideration, 
but  taken  as  a  whole  it  does  not  constitute  a  helpful 
guide  to  the  Congress  in  setting  budget  policy. 

The  Current  Services  Budget.  Congress  has 
available  this  year  two  estimates  of  the  Current 
Services  Budget,  one  prepared  by  the  Congressional 
Budget  Office  (CBO)  and  the  other  by  the  Office  of 
Management  and  Budget  (0MB)  under  the  provisions 
of  the  Congressional  Budget  Act  of  1974.   These 
provide  estimates  of  the  cost  of  maintaining  the 
present  real  level  of  government  services,  making 
allowance  for  expected  changes  in  economic  conditions 
and  for  case-load  changes  under  entitlement  programs. 
The  two  estimates  differ  slightly  in  concept.  Of 
the  two,  the  CBO  estimates  are  somewhat  more  satis- 
fy Estimates  suppl ied  by  the  Council  of  Economic 
Advisers  imply  an  even  larger  swing  in  the  Full  Employ- 
ment Budget  during  I976.   The  Council  has  supplied  the 
following  estimates  of  the  full  employment  surplus(+) 
or  deficit(-)  by  quarter  (in  billions  of  dollars): 
I976-I,  -I6.5;   I976-II,  -I2.9;   I976-III,  -7.7;  and 
1 976— I V,  +3.2.   No  estimates  were  supplied  for  I977. 
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factory  for  use  as  a  baseline  budget  since  they 
have  been  recently  updated  and  since  they  make 
consistent  inflation  adjustment  for  all  programs, 
rather  than  limiting  the  adjustment,  as  OMB  did, 
to  those  programs  where  such  adjustment  is  required 
by  law. 


Current  services  budget  estimates  prepared  by 
the  Congressional  Budget  Office,  rather  than 
the    Presidents  budget,  should  serve  as 
a  starting  point  for  congressional  decisions 
on  the  1977  budget. 4/  Congress  should  make 
reductions  from  current  services  outlay 
levels  wherever  such  reductions  are  consist- 
ent with  efficient  maintenance  of  necessary 
government  services.   Because  of  the  high 
unemployment  which  will  still  persist  in 
1977,  a  large  part  of  the  savings  achieved 
in  this  way  should  temporarily  be  invested 
in  programs  to  deal  with  unemployment.   These 
programs  should  include: 

•  Antirecession  grants  to  State  and  local 
governments,  5/  and 


4/  Senator  Proxmire  states:   "I  object  to  using  the 
current  services  levels,  that  is,  last  year's  programs 
increased  for  population  and  price  levels,  as  a  start- 
ing point.   This  is  a  mindless  method.   It  legitimizes 
all  those  programs  and  expenditures  —  good  and  bad  — 
now  in  the  budget.   I  advocate  zero-based  budgeting, 
strict  benefit-cost  analyses,  determining  the  economic 
costs  of  alternative  programs,  and  cutting  back  or  end- 
i  ing  inefficient  and  useless  agencies  and  outlays." 
|  5/  Senator  Proxmire  states:   "The  States  and  local- 
ities now  get  $6  billion  in  revenue  sharing  funds  and 
|  $3  billion  in  community  development  funds.   Nine  bil- 
!  lion  is  enough.   The  proposed  antirecession  grants 
;  would  violate  the  sound  fiscal  principle  that  those  who 
spend  money  should  be  required  to  raise  the  money." 


6/ 
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•  An  emergency  jobs  program  designed  to  pro- 
vide about  one  million  temporary  jobs  in  1977.  H' 

As  recently  estimated  by  the  CBO,  the  spending 
level  needed  to  maintain  current  services  in  fiscal 
1977  would  be  about  $425  billion.   We  believe  program 
cuts  of  at  least  $4  billion  and  possibly  as  much  as 
$10  billion  from  this  total  are  possible.   Examples  of 
cuts  which  would  total  about  $4  billion  are  described 
1  Chapter  |V.   It  is  important  to  note  that  these 
program  reductions,  if  enacted  promptly,  could 
lead  to  budget  savings  of  as  much  as  $25  billion 
by  1981.   The  examples  we  cite  are  by  no  means  an 
exhaustive  list  of  possible  program  reductions.   We 
anticipate  that  scrutiny  by  the  Budget  Committees 
and  others  will  lead  to  identification  of  many 
other  needed  reforms  and  reductions,  as  we  I  I  as 
some  areas  where  increases  are  needed.  A  net 
reduction  In  permanent  programs  of  at  least  $4  +o  $10 
billion  below  current  services  levels  appears  to 
be  a  desirable  and  appropriate  objective. 

In  addition  to  the  savings  which  can  be  made 
in  1977  through  program  reductions,  the   lower  infla- 
tion rate  which  would  result  from  our  recommended 
; policies  would  reduce  budget  outlays  by  $7  to  $8 
bl I  lion. 


6/  Senator  Proxmire  states:   "I  am  against  a  job  pro- 
gram of  this  size  which  is  accomplished  through  public 
works,  which  is  wasteful  and  too  slow,  or  through 
public  service  jobs  where  there  is  a  big  substitution 
effect  if  it  gets  too  large.   Instead,  I  believe  we 
should  provide  for  jobs  through  a  shallow  housing 
subsidy  where  one  job  can  be  created  for  about  $500, 
instead  of  $8,000  per  public  service  job,  and  as  high 
as  $25,000  for  a  public  works  job." 
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At  expected  levels  of  unemployment,  continu- 
ation of  antirecession  aid  to  State  and  local 
governments  will  cost  about  $1  billion  in  fiscal 
1977.  An  emergency  jobs  program  for  close  to  1 
mi  I  I  ion  persons  would  have  a  gross  cost  of  $8  to 
$9  billion.   Some  allowance  for  these  temporary 
antirecession  programs  is  already  contained  in  the 
current  services  budget.   Our  recommendation  for 
an  expanded  program  would  add  about  $6  billion  to 
the  amount  already  assumed.   As  shown  in  Table  Ml/3 
below,  the  net  result  of  the  outlay  changes  which  we 
suggest  would  be  a  spending  total  of  about  $418 
billion.  7/8/ 

Tax  Po I i cy .  The  personal  income  tax  rates 
presently  in  effect  expire  on  July  1  and  without 
new  legislative  action,  taxes  will  revert  at  that 
time  to  the  higher  rates  which  prevailed  in  1974. 


"it     Senator  "Sparkman  states:   "It  is  most  disturbing 
to  see  continuing  increases  in  Federal  spending.   I 
believe  that  the  Congress  and  the  Administration  must 
make  greater  efforts  to  limit  this  spending  growth. 
For  that  reason,  I  would  place  particular  emphasis  on 
the  proposal  in  the  Report  that  immediate  efforts  be 
made  to  reduce  spending  for  programs  that  do  not  have 
high  priority.  I  believe  we  should  do  this  with  even 
greater  efforts  than  stated  in  the  Report. 

"Also,  I  would  hope  that  the  strength  of  our 
recovery  and  the  wise  use  of  monetary  and  tax  policy 
could  speed  up  the  recovery  and  thereby  reduce  the 
deficit.   An  economic  recovery  will  automatically 
increase  incomes,  which  in  turn  leads  to  higher 
revenues.   Likewise,  it  should  greatly  reduce  the 
need  for  spending  on  such  programs  as  unemployment, 
welfare,  food  stamps  and  emergency  employment.   In 
this  way,  there  would  be  a  healthy  force  working  to 
reduce  public  spending.   It  must  be  remembered  that 
the  recession  has  been  very  costly  to  the  Federal 
Government  as  well  as  to  the  other  sectors  of  our 
economy. " 

8/  Senator  Proxmire  states:   "I  strongly  oppose  such 
a  high  budget  outlay.   See  my  supplemental  view  in 
the  Joint  Economic  Committee1 s  Annual  Report  on  the 
January  1976  Economic  Report  of  the  President." 
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Table  1 1 1/3 

Derivation  of  Joint  Economic  Committee 

Outlay  Recommendation  for  Fiscal  1977 

(bill  ions  of  dol lars) 


CBO  Current  Services  $425.0 

estimate  (Path  B) : 

Savings  through  program  -4.0  to  -10.0 

reductions 

Savings  due  to  less  -7.5 

inflation 

Savings  due  to  lower  -1.5 

unemployment: 

Additional  cost  of  jobs                   +6.0 
programs:  


J  EC  recommended  outlay  level:  $412  to  $418 


Sources:  Congressional  Budget  Office,  and  the 
Joint  Economic  Committee. 
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Action  should  be  taken  prior  to  July  I 
to  provide  for  continuation  at  least  through 
the  end  of  1977  of  the  personal  income  tax 
reductions  which  have  been  in  effect  during 
1975  and  the  first  half  of  1976. 

•  The  strength  of  the  recovery  shou I d  be 
carefully  monitored  during  the  next  few 
months.   Should  output  growth  appear  to  be 
dropping  below  the  7  percent  rate  needed 
to  bring  unemployment  down  appreciably, 

an  additional  tax  cut  should  be  enacted  for 
1977.   This  additional  reduction  should  be 
of  a  type  which  will  act  directly  to  reduce 
costs  and  prices.   An  income  tax  credit 
against  some  part  of  social  security  taxes 
paid  would  meet  this  reguirement. 

•  No  increase  in  the  social  security  tax 
rate  is  necessary  or  desirable  in  I977, 
nor  should  the  Federal  unemployment 
insurance  tax  rate  be  increased  at  that 
time. 


The  above  tax  actions  are  needed  both  to 
provide  support  to  the  economic  recovery  and  to 
help  in  achieving  further  progress  toward  price 
stability.   Care  must  be  taken  that  restrictive 
fiscal  actions  do  not  weaken  or  interrupt  the 
moderately  strong  recovery  now  underway.   Failure 
to  extend  the  tax  reductions  presently  in  effect 
would  be  very  damaging  to  the  recovery.   We  urge 
prompt  action  to  extend  present  tax  rates  at 
least  through  the  end  of  1977. 

When  taken  in  conjunction  with  an  outlay  level 
of  $418  billion,  an  additional  tax  cut  of  approximate- 
ly $10  billion  will  be  necessary  in  1977  simply  to 
prevent  fiscal  policy  from  moving  in  a  restrictive 
direction.   Should  outlays  be  held  to  $412  billion,  a 
correspondingly  larger  tax  cut  would  be  reguired  to 
sustain  a  neutral  fiscal  policy.   The  precise  state  of 
the  economy  in  1977  is  impossible  to  predict  at  this 
time.   It  may  be  that  the  recovery  will  gather  such 
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strength  that  a  modest  move  toward  restriction  will  be 
appropriate.   However,  history  tells  us  that  in  the 
past  growth  of  output  at  the  7-percent  rate  we  feel 
is  needed  has  been  only  rarely  maintained  over  a 
period  as  long  as  2-1/2  years. 

Should  output  growth  appear  to  be  dropping 
below  the  7-percent  target  rate,  an  additional  tax 
cut  should  be  enacted  in  order  to  keep  fiscal  policy 
on  a  neutral  path  which  will  not  exert  a  drag  on 
the  private  economy.  Any  such  tax  cut  should  be 
of  a  type  which  contributes  to  greater  price  stabili- 
ty as  well  as  to  stronger  growth.   Discussion  of 
possible  further  tax  reduction  for  1977  should 
begin  now  so  that  Congress  will  be  prepared  to  act 
quickly  when  and  if  the  need  for  such  action  becomes 
clear.   In  the  past,  fiscal  policy  has  often  re- 
sponded far  too  slowly  to  changing  circumstances 
With  the  new  congressional  budget  process  now  in 
place,  continuous  monitoring  of  the  economy  and 
prompt  response  to  changing  policy  needs  should  be 
more  readily  achievable. 

Anti- inflationary  Impact  of  Tax  Reduction. 
The  stimulative  effect  of  tax  reductions  is  well 
understood.   Tax  reductions  result  in  more  after- 
tax income  available  to  individuals.  Most  of  this 
increase  in  disposable  income  is  spent  on  additional 
purchases  of  goods  and  services.  This  in  turn  leads 
to  increases  in  production  and  employment. 

The  use  of  tax  reductions  as  an  anti-inflation- 
ary tool  is  less  well  understood.   Indeed,  con- 
ventional economic  theory  has  maintained  that 
inflation  can  be  controlled  through  tax  increases 
which,  by  reducing  consumer  spending,  ease  demand 
for  goods  and  services  in  inadequate  supply.   This 
traditional  theory  is  not  applicable,  however,  to 
a  situation  in  which  inflation  is  primarily  due  to 
cost  pressures  and  is  continuing  in  the  face  of 
obvious  insufficiency  of  demand.  Tax  reductions 
can  be  designed  to  make  an  important  contribution 
to  price  stability.   Similarly,  poorly  designed 
tax  increases  can  worsen  inflation. 
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In  considering  changes  in  tax  policy,  the 
effect  on  the  real  level  of  economic  activity  is 
normally  thoroughly  discussed.   So  too  are  the 
distributional  effects  and  the  potential  effects 
on  business  incentives.   Except  at  times  when  a 
tax  increase  is  thought  to  be  needed  to  restrict 
excess  demand,  as  in  1968,  the  impact  of  a  tax 
change  on  changes  in  price  levels  seldom  receives 
the  same  attention. 

There  are  at  least  two  major  ways  in  which 
tax  reductions  could  be  used  as  part  of  an  anti- 
inflation  policy.   First,  some  taxes  —  such  as 
sales  taxes  and  payroll  taxes  —  enter  directly 
into  costs  and  pricing  decisions.   Reductions  in 
these  taxes  have  direct  and  important  effects  on 
prices.   Second,  reductions  in  taxes  imposed  on 
workers  —  either  income  or  payroll  taxes  —  would 
have  the  effect  of  raising  after- tax  income  and 
thereby  reducing  the  need  for  money  wage  increases 
to  sustain  real  disposable  incomes.   No  serious 
recent  effort  has  been  made  in  the  United  States 
to  use  tax  policy  as  an  integral  component  of  price- 
incomes  policy.   However,  a  number  of  imaginative 
suggestions  have  been  made.   These  suggestions  de- 
serve serious  study  and  exploration  during  consider- 
ation of  possible  tax  reductions  for  next  year. 

Among  the  possibilities  which  deserve  consid- 
eration is  the  use  of  an  income  tax  credit  against 
social  security  taxes.   We  have  discussed  this 
possibility  in  several  past  reports.   The  economic 
impact  of  this  type  of  tax  reduction  would  be 
identical  to  that  of  a  reduction  in  the  social 
security  tax  itself.   However,  use  of  the  income 
tax  credit  avoids  any  reduction  in  Social  Security 
Trust  Fund  receipts.   Maximum  anti-inflation  impact 
of  this  type  of  tax  change  would  be  achieved  if  it 
were  made  an  integral  part  of  a  voluntary  price- 
incomes  policy  which  also  established  wage  and 
price  standards  designed  to  preserve  real  after-tax 
income  gains  consistent  with  productivity  trends. 
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An  imaginative  variant  of  the  income  tax 
credit  against  social  security  taxes  has  recently 
been  suggested.  This  proposal  would  make  eligibility 
for  the  credit  dependent  on  the  individual  firm's 
success  in  adhering  to  agreed  upon  price  and  wage 
targets.   Participation  in  the  plan  would  be  volun- 
tary, but  the  economic  incentive  to  participate 
would  make  it  attractive  to  both  labor  and  manage- 
ment.  This  proposal  deserves  serious  consideration 
and  discussion. 

The  Social  Security  Tax.   The  Administration's 
request  for  a  social  security  tax  increase  in  1977 
is  an  example  of  a  tax  change  which  could  only  worsen 
inflation.   The  employer  share  of  the  social 
security  tax  is  a  cost  of  production.   Increasing 
this  cost  would  both  force  prices  up  and  discourage 
growth  of  employment. 

Additional  financing  of  the  social  security 
system  may  we  I  I  become  necessary  in  the  future.   No 
evidence  has  been  presented,  however,  that  this 
need  is  so  urgent  as  to  justify  economically 
damaging  tax  increases  in  1977.  The  current  imbalance 
between  trust  fund  receipts  and  outlays  is  a  direct 
result  of  recent  high  unemployment  and  high  inflation. 
The  Secretary  of  the  Treasury  has  informed  the 
Committee  that  under  conditions  of  full  employment 
social  security  trust  fund  receipts  in  fiscal  1977 
would  be  nearly  $10.4  billion  higher  than  the  actual 
estimated  level  of  $96.2  billion.   This  is  sub- 
stantially more  than  the  $4.4  billion  per  year  which 
the  proposed  tax  increase  would  produce.   Surely 
the  most  desirable  way  to  increase  the  surplus  in 
the  trust  funds  is  through  higher  employment  and 
reduced  inflation. 

ChaDter  IV  (pajqes  99  to  103)  discusses 
the  status  of  the  social  security  trust  funds  in 
greater  detail.  As  shown  in  that  chapter,  it  was 
only  with  the  high  unemployment  of  fiscal  1976  that 
trust  fund  outlays  exceeded  receipts  so  that  the 
balance  began  to  decline  instead  of  rise.   A  return 
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to  full  employment  would  have  a  dramatic  impact  on 
future  trust  fund  receipts. 

Similar  arguments  apply  to  the  proposed 
increase  in  the  unemployment  insurance  tax.   It, 
too,  would  raise  labor  costs  and  thus  both  worsen 
inflation  and  discourage  increased  employment.   As 
discussed  in  more  detail  in  Chapter  IV,  there  is 
no  compelling  reason  why  this  tax  must  be  increased 
at  this  time. 

Budget  Totals.  Table  I  I  1/4  compares  the  Joint 
Economic  Committee's  economic  assumptions  and   : 
estimated  budget  totals  with  the  official  Administra- 
tion recommendations  and  with  our  own  estimate  of 
the  results  of  following  the  Administration's 
recommended  po I i c i es . 

The  Administration  has  projected  a  deficit 
of  $43  billion.  As  we  have  discussed  elsewhere  in 
this  report,  however,  the  Administration's  unemploy- 
ment assumption  for  1977  is  optimistic  relative  to 
the  restrictive  policies  which  are  proposed.  Our 
own  estimate  is  that  if  Administration  policies 
are  followed,  unemployment  will  average  7.8  percent 
in  1976  and  7.9  percent  in  1977.  This  would  reduce 
receipts  and  increase  outlays  for  unemployment 
compensation.   In  addrtjon,  the  President's  budget 
assumes  receTprPsTb?  $6  billion  from  off-shore  oil 
rents  and  royalties,  whereas  the  CBO  projection  on 
which  our  estimates  are  based  assumes  only  $1.9  bil- 
lion.  Off-shore  oil  receipts  defy  accurate  estima- 
tion To  facilitate  accurate  comparison  of  different 
budget  policies,  however,  columns  2  and  3  of  Table 
Ml/4  assume  $1.9  billion  of  off-shore  oil  receipts. 
When  this  adjustment  and  the  adjustment  for  what  we 
consider  more  reasonable  economic  assumptions  are 
made  in  the  Administration's  budget,  the  deficit 
rises  from  the  $43  billion  shown  in  the  budget  docu- 
ment to  almost  $60  bi  I  I  ion. 

The  estimated  defict  which  results  if  the  J  EC's 
proposed  targets  for  economic  performance  are  achieved 
is  also  in  the  neighborhood  of  $60  billion.  Outlays 
are  substantia] ly  higher  than  the  Administration  has 
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proposed,  but  so  too  are  the  receipts  produced  by 
a  more  prosperous  economy.   The  estimates  presented 
in  Table  I  I  1/4  assumes  an  outlay  range  of  $412  to 
$418  billion.  The  receipt  estimates  assume  a  tax 
cut  of  $10  billion  (annual  rate  )  if  outlays  are 
assumed  to  be  $418  billion  and  a  correspondingly 
larger  tax  cut  if  outlays  are  lower.   Should  the 
private  economy  develop  more  strongly  than  is  assumed 
in  the  table,  a  tax  cut  of  this  size  would  not  be 
needed  and  the  deficit  would  be  smaller. 

The  projected  deficit  is  about  $15  billion 
less  than  the  $75  billion  deficit  expected  for  fiscal 
1976.   Ironically,  a  major  reason  the  defict  does 
not  drop  further  is  the  slower  growth  of  receipts 
due  to  a  falling  rate  of  inflation. 

The  virtually  identical  deficit  which  result 
from  the  Administration's  policies  and  from  our 
proposals  is  instructive.   The  immediate  choice, 
facing  the  Nation  is  not  the  size  of  the  deficit  but 
the  degree  of  progress  which  can  be  made  toward  full 
employment  and  price  stability.   That  choice  not 
only  has  far  reaching  consequences  for  the  personal 
well  being  of  individuals  and  families  but  important 
future  consequences  for  the  Federal  budget.  With  a 
healthy,  growing  economy  the  deficit  will  diminish 
rapidly  in  future  years.  With  the  high  unemployment 
and  near  stagnation  which  would  result  from 
Administration  policies,  the  deficit  could  be 
expected  to  remain  extremely  large  indefinitely. 

Estimated  as  it  would  be  at  full  employment, 
the  budget  which  results  from  our  policy  assumptions 
moves  from  a  deficit  of  $7-1/2  billion  in  the  first 
half  of  calendar  1976  to  an  approximate  balance  in  the 
second  half  of  calendar  1977.   However  the  fiscal  re- 
striction which  this  swing  would  norally  imply  is 
largely  offset  by  the  recommended  expansion  of  emer- 
gency job  creation  programs  (which  do  not  enter  into 
the  full  employment  budget  estimate,  because  they 
automatically  phase  out  as  unemployment  is  reduced). 
Thus,  the  policies  we  are  recommending  satisfy  the  need 
need  for  supportive  fiscal  policy  at  this  time  but  do 
so  in  a  way  which  does  not  jeopardize  progress  toward 
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a  balanced  budget  as  the  economy  moves  toward  full 
employment. 


Price- Incomes  Policy 

Continuing  studies  of  inflation  which  this 
Committee  has  conducted  over  several  years  have 
provided  convincing  evidence  that  inflation  has 
a  multiplicity  of  causes.   Anti-inflation  policy 
must  take  into  account  the  particular  causes  of 
inflation  at  any  particular  time.   When  inflation 
stems  from  an  excess  of  consumer  demand  relative 
to  the  immediately  available  supply  of  goods  and 
services,  policy  must  be  directed  toward  restricting 
demand  until  supply  can  be  adequately  expanded.   When 
inflation  is  coming  from  such  special  factors  as 
poor  harvests  or  sudden  increases  in  world  prices 
of  other  important  commodities,  the  options  for 
dealing  with  it  may  be  quite  limited. 

At  the  present  time,  inflation  is  not  result- 
ing from  any  excess  of  consumer  demand.   Nor  Is  it 
deriving  from  excessive  government  spending.   Nor 
are  special  supply  problems  in  particular  markets 
creating  unusual  inflationary  pressure. 

Nor  can  inflation  presently  be  explained  in 
terms  of  rapidly  rising  unit  labor  costs.   Unit 
'labor  costs  in  the  private  nonfarm  economy  rose 
at  a  rate  of  less  than  2  percent  during  the  last- 
three  quarters  of  1975,  dramatically  illustrating 
the  point  that  recovery  brings  productivity  gains 
which  hold  costs  under  control  and  make  greater 


611 


47 


price  stability  possible.   The  puzzling  and 
disturbing  factor  in  the  experience  of  this  recovery 
to  date  is  that,  while  productivity  and  unit  labor 
costs  have  responded  as  expected,  the  rate  of  increase 
of  many  industrial  prices  accelerated  late  in  1975. 

It  is  difficult  to  find  an  explanation  for 
this  price  behavior.   It  may  result  from  widespread 
expectations  of  future  inflation.   It  may  result 
from  anticipation  of  possible  future  price  controls. 
It  may  stem  from  a  desire  to  boost  profits  or 
recover  past  cost  increases.   Certainly   it 
appears  doubtful  that  prices  in  recent  months  have 
been  rising  at  a  rate  which  has  a  good  economic 
justification.  This  in  itself  indicates  that  an 
active  but  voluntary  price- incomes  policy  would  be 
of  great  benefit  at  this  particular  time.   Such 
a  policy  should  have  two  elements  —  first,  an 
investigation  of  the  extent  to  which  price  and 
compensation  increases  are  justifiable,  and  second, 
a  program  for  voluntary  cooperation  in  holding  such 
increases  to  the  necessary  minimum. 

Two  additional  factors  strengthen  the  case 
for  such  a  policy.   First,  profits  are  expected 
to  rise  rapidly  this  year.   The  Council  of  Economic 
Advisers  expects  at  least  a  25-percent  increase  in 
operating  profits.   Second,  a  large  number  of 
workers  will  be  involved  in  major  union  contract 
negotiations  this  year.   Stronger  profit  positions 
will  both  weaken  employer  incentives  to  resist  union 
wage  demands  and  increase  union  incentives  to  seek 
generous  contract  settlements.   Yet  neither  labor 
nor  business  will  benefit  if  both  prices  and  wages 
continue  to  rise  rapidly. 

Important  progress  toward  price  stability 
is  possible  this  year  and  next  if  proper  policies 
are  adopted.   The  proper  policy  is  not,  however, 
restriction  of  aggregate  demand.   Demand  is  not 
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excessive  and  is  not  about  to  become  so.   Restrictive 
policies  can  only  do  more  harm  than  good. 

The  proper  approach  to  reducing  inflation 
at  this  particular  time  lies  in  the  enunciation  of 
specific  targets  for  wage  and  price  adjustments, 
followed  by  vigorous  efforts  to  achieve  voluntary 
compliance  with  these  standards.   It  is  clearly  in 
the  interest  of  all  major  elements  in  the  economy 
that  the  rate  of  inflation  be  further  reduced. 
Statesmanlike  leadership  by  the  President  could 
achieve  a  high  degree  of  compliance  with  a  voluntary 
pr  i  ce- i  ncomes  po I i  cy . 

Comprehensive  price  or  wage  controls  are 
neither  necessary  nor  desirable.  We  oppose  both. 
However,  should  voluntary  compliance  with  reasonable 
price  and  wage  standards  prove  impossible  to  achieve, 
the  provision  of  selective  authority  to  delay  price 
increases  in  instances  of  signal  importance  to 
the  economy  would  be  preferable  to  the  indefinite 
toleration  of  inflation  at  rates  of  6  percent  or 
greater.  The  Chairman  of  the  Federal  Reserve  Board 
of  Governors  expressed  his  support  for  such  a  policy 
in  recent  testimony  before  this  Committee,  stating: 

.  .  .  a  policy  that  would  permit  modest  delay 
in  key  wage  or  price  increases,  thus  creating 
opportunity  for  quiet  governmental  intervention 
or  for  public  hearings  and  the  mobilization 
of  public  opinion,  may  yet  be  of  significant 
benefit  in  reducing  abuses  of  private  economic 
power  and  moving  our  Nation  towards  the  goal 
of  full  employment  and  a  stable  price  level. 

Typical  forecasts  assume  an  increase  in  average 
hourly  compensation  of  about  8  percent  this  year. 
However,  this  expectation  is  reasonable  only  if  the 
rate  of  price  increase  declines.   Given  an  expected 
rate  of  productivity  gain  of  more  than  3  percent, 
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if  wage  increases  average  around  8  percent  in  1975, 
there  would  appear  to  be  no  justifiable  reason  for 
the  average  rate  of  price  increase  to  exceed  5  per- 
cent .   Put  another  way,  if  the  rate  of  price 
increase  can  be  held  to  5  percent  this  year,  both 
real  wage  gains  in  line  with  productivity  trends 
and  important  progress  toward  price  stability  can 
be  achieved.  As  discussed  earlier,  tax  policy  can 
also  be  used  to  further  contribute  to  the  maintenance 
of  workers'  real  disposable  incomes. 

During  the  second  half  of  1975  price  develop- 
ment did  not  accord  with  expectations  as  to  a 
reasonable  rate  of  price  increase.  As  shown  in  the 
Tables  in  Chapter  II  (page  19),      consumer 
prices  rose  at  a  rate  in  excess  of  7  percent  in 
the  second  half  of  last  year,  and  the  rate  of 
increase  for  wholesale  industrial  prices  rose  to 
10  percent  in  the  fourth  quarter.  The  January 
price  data  were  more  encouraging,  with  the  consumer 
and  wholesale  industrial  price  indexes  each  rising 
only  0.4  percent  (or  at  an  annual  rate  of  about  5 
percent).   Only  limited  significance  can  be  attached 
to  any  one  months's  data.   Our  analysis  of  the 
underlying  causes  of  inflation  leads  us  to  conclude, 
however,  that  the  chances  of  holding  the  inflation 
rate  to  about  5  percent  this  year  are  quite  good, 
provided  an  effective  price-incomes  policy  is 
adopted. 

The  President  should  establish  and  vigorously 
support  a  voluntary  program  designed  to  insure 
that  price  increases  are  held  to  a  necessary 
minimum  during  1976  and  that  real  wage  increases 
are  in  line  with  productivity  gains,  taking 
into  account  the  expected  rate  of  price  increase. 
The  Council  on  Wage  and  Price  Stability  should 
be  given  full  Presidential  support  in  the  use 
of  its  authority,  including  its  subpoena 
authority,  to  investigate  price  increases  and 
to  seek  compliance  with  price  and  inccme 
standards.   As  discussed  in  the  previous  section, 
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tax  policy  should  also  be  used  to  contribute 
to  the  achievement  of  a  satisfactory  rate  of 
increase  in  workers  *  real  disposable  incomes. 
We  believe  such  a  program  can  succeed  in  reducing 
the  inflation  rate  to  5  percent  this  year  and 
4  percent  by  the  end  of  next  year.  This  goal 
can  be  achieved  without  resort  to  comprehensive 
price  or  wage  controls,  to  which  we  are  opposed. 

The  Council  on  Wage  and  Price  Stability  has 
conducted  several  useful  investigations  and  published 
some  thorough  and  critical  studies  of  industry 
pricing  practices.   It  could  be  much  more  effective, 
however,  in  establishing  a  comprehensive  price- incomes 
policy  and  achieving  cooperation  with  such  a  policy 
if  it  had  the  firm  and  unequivocal  backing  of  the 
President  and  other  high  government  officials,  and 
if  adequate  staffing  and  resources  were  placed  at 
its  disposal . 

Given  the  avowed  concern  of  this  Adminis- 
tration with  the  problem  of  inflation  and  given 
the  major  contribution  which  we  bel ieve  an  active 
price-incomes  policy  can  make,  it  is  both  a  surprise 
and  a  disappointment  that  neither  the  President's 
Economic  Report  nor  the  accompanying  Report  of  the 
Council  of  Economic  Advisers  contains  any  dis- 
cussion whatsoever  of  price- incomes  policy.   Several 
inflationary  actions  and  proposals  by  the  Adminis- 
tration are  also  puzzling.  The  proposal  for  payroll 
tax  increases  next  year  and  the  recent  veto  of 
legislation  which  would  have  facilitated  reasonable 
wage  settlements  in  the  construction  industry  are 
examples. 

The  complacency  exhibited  by  the  Adminis- 
tration with  regard  to  its  own  forecast  that  the 
inflation  rate  will  remain  at  approximately  6  percent 
throughout  the  coming  two  years  is  remarkable.   It 
comes  very  close  to  representing  an  open  invitation 
to  business  and  labor  to  engage  in  competitive 
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escalation  of  prices  and  wages.   Nothing  could  be 
more  damaging  to  the  economy  at  this  time.   The 
Administration  is  correct  in  its  contention  that 
high  inflation  rates  pose  a  threat  to  the  contin- 
uation of  economic  recovery.   Yet  the  Administration 
is  content  to  leave  untested  the  policy  which  in 
our  judgment  represents  the  most  promising  approach 
to  bringing  inflation  down. 

Monetary  Pol  icy 

The  crucial  importance  of  monetary  policy 
in  sustaining  a  strong  economic  recovery  can 
scarcely  be  overstated.  The  Federal  budget  can 
provide  extra  temporary  support  in  a  time  of 
recession,  but  steady  and  continuing  growth  of 
output  and  employment  must  rest  with  a  strong 
private  sector  and  especially  with  the  business 
investment  sector.  This  is  all  the  more  true  now 
that  we  have  entered  a  period  in  which  State  and 
local  governments  can  no  longer  be  looked  to  as  a 
strong  growth  sector. 

The  single  policy  tool  of  greatest  importance 
in  encouraging  private  investment  is  monetary  policy. 
Tax  changes  can  also  affect  investment,  but  their 
importance  is  dwarfed  by  the  far  greater  importance 
of  an  adequate  supply  of  money  and  credit,   A 
monetary  policy  which  accommodates  investment  demands 
will  be  of  key  importance  not  only  this  year  but 
through  the  remainder  of  this  decade. 

Recent  Financial  Development.  The  behavior 
of  the  credit  markets  in  recent  months  has  surprised 
most  observers.   During  the  second  half  of  1975, 
bank  loans  to  business  grew  scarcely  at  all,  interest 
rates  were  virtually  unchanged,  and  the  money  supply 
grew  at  a  less  than  3-percent  rate.   In  January  both 
the  money  supply  and  business  loans  actually  fell 
and,  as  shown  in  Table  Ml/5,  short-term  rates 
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dropped  noticeably.   While  this  combination  of 
developments  might  be  expected  at  the  trough  of 
a  recession,  it  is  a  puzzling  development  six  months 
into  a  recovery. 

Several  special  factors  offer  a  partial 
explanation  of  these  events:   bank  lendi ng  pol icies 
have  been  unusually  selective,  business  financing 
has  undergone  a  shift  toward  longer  term  instruments, 
changes  in  Federal  Reserve  regulations  have  produced 
shifts  from  demand  deposits  to  savings  deposits. 
Even  after  taking  these  special  factors  into  account, 
however,  loan  demand  still  appears  surprisingly  weak 
for  a  recovery  period.  This  weakness  underscores 
the  need  for  a  monetary  policy  which  encourages 
private  investment. 

Of  particular  concern  is  the  fact  that  the 
money  supply,  however  measured,  grew  only  very 
sluggishly  in  the  second  half  of  last  year,  and 
not  at  all  in  December  and  January.  This  does  not 
necessarily  represent  a  tightening  of  monetary 
policy,  but  more  probably  the  surprising  weakness 
in  the  demand  for  credit. 

Monetary  Policy  for  1976.  The  unusual  behavior 
of  the  money  supply  poses  a  dilemma  for  monetary 
policy  during  the  remainder  of  this  year.  Output 
cannot  continue  indefinitely  to  grow  at  a  rapid 
pace  while  the  money  supply  grows  so  slowly.   If 
the  recovery  continues  at  the  desired  pace,  the 
demand  for  money  will  increase,  perhaps  quite 
suddenly.   If  so,  this  demand  should  be  accommodated, 
and  accommodated  at  short-term   interest  rates  little 
if  any  higher  than  at  present.   Long-term  interest 
rates  should  be  permitted  and  encouraged  to  decline. 
If  accommodative  monetary  policy  causes  the  money 
supply  to  grow  for  a  time  at  a  rate  exceeding  the 
Federal  Reserve's  targets,  this  should  not  be  a 
cause  of  concern.  As  shown  in  Table  Ml/6,  the 
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Federal  Reserve  has  recently  demonstrated  its 
willingness  to  revise  its  targets  downward  when 
money  supply  growth  fell  below  expectations.  The 
same  flexibility  should  be  available  with  respect 
to  the  upper  end  of  the  range. 

At  times  during  1976,  money  supply  growth 
may  be  both  rapid  and  erratic.  This  should  not 
be  a  cause  for  concern  so  long  as  interest  rates 
conform  to  a  pattern  which  encourages  the  credit 
flows  necessary  to  economic  recovery.  This  is  not 
to  say,  however,  that  we  have  no  concern  about 
the  rate  of  growth  of  the  monetary  aggregates. 
As  the  economy  returns  toward  full  employment,  money 
supply  growth  must  be  brought  into  line  with  the 
economy's  growth  of  potential. 

During  the  remainder  of  1976,  monetary 
policy  should  be  conducted  so  as  to  avoid 
any  substantial  rise  in  short-term  interest 
rates  and  to  encourage  reductions  in 
longer  term  rates.  Temporary  fluctuations 
in  the  rate  of  growth  of  the  monetary  aggre- 
gates should  not  precipitate  monetary  policy 
changes  so  long  as  the  pattern  of  interest 
rates  is  satisfactory.  Over  the  longer  run, 
however,  growth  of  the  monetary  aggregates 
must  be  in  line  with  potential  growth  of 
real  output. 
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IV.   FEDERAL  BUDGET  PRIORITIES 


As  the  President  stated  in  his  budget  message 
to  the  Congress,  "The  budget  reflects  the  President's 
sense  of  priorities.   It  reflects  his  best  judgment 
of  how  we  must  choose  among  competing  interests  and 
it  reveals  his  philosophy  of  how  the  public  and  pri- 
vate spheres  should  be  related."  This  last  statement 
concerning  the  division  of  resources  between  the 
public  and  private  spheres  has  become  an  increasingly 
controversial  aspect  of  the  budget  debate  in  recent 
years.   For  this  reason,  the  following  discussion 
attempts  to  place  the  relationship  between  the  Govern- 
ment and  the  private  sector  in  perspective  before 
discussing  priorities  within  the  budget  itself. 

Many  people  seem  to  have  the  impression  that 
the  influence  of  Government  is  expanding  inexorably 
and  threatens  to  overwhelm  the  economy  by  consuming 
an  ever- increasing  portion  of  our  national  output. 
This  impression  has  been  fostered  by  statements  of 
government  officials  and  by  individuals'  own  percep- 
tions of  the  influence  of  the  Government,  especially 
government  regulations,  on  their  lives.  The  result 
seems  to  be  a  widespread  desire  to  curtail  the 
Government's  role.   Before  slashing  the  Federal  budget, 
however,  one  must  ask  whether  a  smaller  Federal  budget 
is  the  logical  response  to  this  desire  of  some  people 
for  less  government  involvement  in  the  private  sector. 
An  examination  of  the  sources  of  the  increase  in 
government  influence  on  the  private  sector  is  helpful. 

Table  |V/I  shows  the  relationship  of  Federal 
spending  and  State  and  local  spending  to  the  overall 
economy.  The  first  three  columns  show  the  relation- 
ship that  would  have  been  observed  had  there  been 
no  cyclical  fluctuations  in  the  economy;  the  last 
three  columns  show  the  actual  relationship.  As  the 
table  shows,  the  Federal  share  of  total  output  has 
been  relatively  stable  (varying  between  17  and  21 
percent)  when  adjusted  for  cyclical  fluctuations. 
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The  State  and  local  share,  however,  increased 
steadily  from  about  7-1/2  percent  in  1952  to 
almost  13  percent  in  1970.   The  share  of  total  output 
devoted  to  expenditures  by  all  governments  combined 
increased  from  about  27  percent  in  1952  to  about 
30  percent  in  the  late  1960's  and,  since  that  time, 
has  remained  relatively  stable.   Since  there  has 
been  relatively  little  growth  in  cyclically  adjusted 
government  spending  as  a  percent  of  GNP,  and  since 
a  significant  part  of  the  increase  which  has  occurred 
has  resulted  from  State  and  local  spending,  an  attack 
on  the  Federal  budget  seems  unwarranted. 

Often  people  observe  past  trends  and  project 
them  into  the  future  without  considering  whether  it 
is  reasonable  to  expect  that  past  trend  to  continue. 
This  is  certainly  reasonable  for  some  elements  of 
government  spending.   But  an  examination  of  the 
reasons  for  growth  in  government  spending  shows  that 
many  of  these  sources  of  growth  will  not  exist  in  the 
future.   For  example,  much  of  the  growth  in  State  and 
local  expenditures  has  been  related  to  providing 
public  education.   But  the  postwar  baby  boom  now  is 
moving  into  the  labor  force,  and  the  school -age  popu- 
lation has  ceased  to  grow  rapidly.   Hence  it  will  be 
unnecessary  for  State  and  local  governments  to  devote 
so  many  resources  to  providing  public  education.  One 
of  the  major  sources  of  growth  in  Federal  spending 
has  been  for  retirement  programs.  Social  security 
benefits  have  been  expanded  to  cover  more  and  more 
of  the  retired  population.  Today  almost  100  percent 
of  the  retired  population  is  eligible  for  these 
benefits.   Expanding  coverage  is  not  expected  to  be  a 
major  source  of  expenditure  growth  in  the  future. 
When  these  factors  are  considered,  there  is  no  reason 
to  believe  that  government  spending  is  out  of  control 
or  that  it  is  likely  to  increase  as  a  share  of  total 
output.   Projections  published  recently  by  the 
Congressional  Budget  Office  demonstrate  that  the  con- 
tinuation of  present  policies  would  result  in  a 
decline' in  Federal  expenditures  to  about  20  percent 
of  GNP  in  1981.   Adjusted  for  cyclical  fluctuations, 
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Federal  outlays  would  be  only  about  18  percent  of 
GNP  in  1981.  _L_/ 

A  second  and  legitimate  concern  about  the 
expanding  role  of  Government  centers  around  the  effect 
of  regulations.   Federal  and  State  regulations  influ- 
ence most  aspects  of  our  daily  lives  —  transportation, 
communications,  working  conditions,  power  usage,  and 
so  on.   Considering  their  far-reaching  influences, 
regulatory  agencies  consume  a  very  small  fraction  of 
government  expenditures.   At  the  Federal  level,  the 
regulatory  agencies  represent  less  than  1-1/2  percent 
of  total  Federal  expenditures.   Clearly,  an  attack  on 
Federal  spending  will  have  little  influence  on  the 
behavior  of  these  regulatory  bodies.   Any  serious 
effort  to  reduce  unnecessary  regulation  will  require 
a  commitment  from  the  Administration  to  rewrite  many 
regulations  within  existing  legal  guidelines  and 
cooperation  from  the  Congress  in  changing  legal  guide- 
I  ines  that  have  proved  unnecessarily  restrictive. 

We  reject  the  notion  that  trends  in  total 
government  expenditures  can  best  be  controlled  by 
focusing  exclusively  on  the  Federal  budget.   State 
and  local  spending  has  played  the  major  role  in  the 
growth  of  total  government  outlays.   It  is  also  clear 
that  a  significant  part  of  the  average  citizen's  inter- 
action with  the  Government  is  not  directly  related  to 
budget  outlays. 

In  preparing  our  recommendations  on  expenditure 
policy,*  we  have. not  found  the  -President's  «budget  very 
useful.   One  problem  is  the  unrea I istical ly  high 
estimate  of  the  economic  growth  that  would  result  from 
the  President's  policies.   As  discussed  in  Chapter  II, 
we  estimate  that  the  President's  policies  would  pro- 
duce an  average  unemployment  rate  exceeding  7-1/2  ■ 
percent  in  fiscal  1977.   Consequently  we  regard  the 


U  Five-Year  Budget  Projections,  Fiscal  Years  1977- 
1981 t  Congressional  Budget* Off  ice,  January  26,  1976, 
"Path  B"  assumptions. 
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budget  estimates  for  unemployment  compensation  and 
related  programs  to  be  unreal istical ly  low.   Another 
area  in  which  the  Administration's  estimates  have 
been  consistently  poor  is  the  receipts  from  the  sale 
of  offshore  oil  leases.   In  fiscal  year  1975  these 
receipts  were  originally  estimated  at  $6.3  billion; 
they  are  now  estimated  at  $2.4  billion  for  that  year. 
In  fiscal  year  1976  the  original  estimate  was  $8  bil- 
lion but  it  has  now  been  revised  to  $3  billion.   The 
fiscal  year  1977  budget  estimates  next  year's  receipts 
at  $6  billion,  but  we  think  CBO's  estimate  of  $2  bil- 
lion is  more  real istic.   A  third  problem  with  the 
President's  budget  estimates  is  that  they  incorporate 
policy  recommendations  unlikely  to  be  adopted.  As  dis- 
cussed throughout  this  report,  many  of  those  recommen- 
dations are  unreasonable  and  should  not  be  adopted. 
For  all  of  the  above  reasons,  the  Current  Services 
Budget  provides  a  far  better  and  more  neutral  start- 
ing point  from  which  to  consider  budget  policy  for 
next  year. 

Federal  budget  priorities  are  not  made  in  a 
single  year  and  rarely  are  they  changed  radically  in 
one  year.   Rather,  they  tend  to  evolve  gradually  over 
constant  and  steady  efforts  over  several  years. 
Table  |V/2  demonstrates  how  pro iri ties  have  evolved 
since  1965  and  how  they  would  change  if  the 
President's  1977  budget  porposals  are  adopted. 
This  table  shows  that  about  39-1/2  cents  of  each 
additional  budget  dollar  spent  between  1965  and  1970 
went  for  national  defense,  22  cents  went  for  income 
security  programs,  14-1/2  cents  went  to  health  pro- 
grams, and  10  cents  went  for  interest  payments. 
Between  1970  and  1975  there  were  major  changes.   Only 
about  5-1/2  cents  of  each  additional  dollar  went  to 
national  defense  while  income  security  programs 
received  about  51  cents  and  health  programs  received 
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Table  IV/2 

Percentage  Distribution  of  Change  in  Budget  Outlays 
by  Functional  Category,  Fiscal  Years  1965-1980 


Category 

National  defense 
International  affairs 
General  science,  space  & 

technology 
Natural  resources,  environment 

&  energy 
Agriculture 

Commerce  &  transportation 
Community  &  regional  development 
Education,  training,  employment 

&  social  services 
Health 

Income  security 
Veterans'  benefits  &  services 
Law  enforcement  &  justice 
General  government 
Revenue  sharing  &  general 

purpose  fiscal  assistance 
Interest 
Undistributed  offsetting 

receipts 
A I lowances 

TOTAL  a/ 


1965- 

1970 


1.0 


1970- 
1975 


4.3 


I  975- 

1980 


39.3 

5.7 

29.0 

-    .6 

.6 

2.3 

-1.7 

-   .4 

.3 

3.4 


1.7 

-2.7 

.7 

2.8 

5.4 

1.7 

2.7 

.9 

1.0 

7.4 

5.7 

.  1 

14.5 

1  1.3 

10.0 

22.3 

51.2 

39.0 

3.8 

6.2 

-    .2 

.6 

1.5 

.3 

.5 

.9 

.3 

.4 

5.1 

.6 

10.  1 

9.9 

10. 1 

-4.4 

-5.9 

-5.  1 

— , 

— 

6.7 

100.0   100.0   100.0 


a/  Individual  items  may  not  sum  to  totals  due  to 
rounding . 

Sources:  The  Budget  of  the  U.S.  Government,  Fisca 
Year  1977,  and  the  Office  of  Management  and  Budget 
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about  I  1-1/2  cents.   If  the  projections  presented  in 
the  President's  1977  budget  actually  occur,  priorities 
will  shift  again  between  1975  and  1980.   National 
defense  would  receive  29  cents  of  each  additional 
budget  dollar.   Income  security  programs  would  receive 
about  39  cents,  and  health  programs  would  get  about 

10  cents.   Other  changes  are  smaller  and  are  shown 

in  Table  V/2. 

Within  the  total  level  of  spending  suggested 
by  the  President  in  fiscal  year  1977,  there  are  major 
changes  which,  if  adopted,  would  lead  to  significant 
shifts  in  budget  priorities.   As  Table  IV/3  shows, 
the  increase  in  the  total  budget  is  about  4  percent. 
When  compared  with  the  projected  inflation  rate  of  6 
percent,  this  implies  a  reduction  in  real  services. 
In  the  national  defense  portion  of  the  budget,  the 
President  has  requested  an  increase  in  outlays  of 
about  7.2  percent.   Thus  national  defense  would 
increase  in  real  terms.   If  the  nondefense  portion 
of  the  budget  is  examined  separately,  it  shows  an 
increase  in  spending  of  about  3-1/2  percent,  or  a 
reduction  in  real  terms  (assuming  6  percent  inflation) 
of  approximately  2-1/2  percent. 

Another  way  to  view  the  President's  budget  pro- 
posals is  to  compare  his  suggested  expenditures  with 
the  level  of  outlays  that  is  necessary  to  provide 
approximately  the  same  government  services  in  fiscal 
'year  1977  as  in  the  current  year.  This  comparison  is 
one  that  this  Committee  has  found  useful  for  several 
years.  The  current  services  budget  provides  a  neutral 
baseline  for  analysis  which  does  not  contain  the  policy 
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Table  1V/3 

Change  in  Federal  Outlays  by  Functional  Category, 
Fiscal  Year  1977  Over  1976 


Bi I  I  ions 
of 
Category  Pol lars 

National  defense  $  8.4 

International  affairs  —       -  .2 
General  science,  space  &        .2 

technology 
Natural  resources,  environ-     2.0 

ment  &  energy 
Agriculture  -1.2 

Commerce  &  transportation      -1.3 
Community  &  regional  .3 

development 
Education,  training,  employ-   -2.3 

ment  &  social  services 
Health 

Income  security 
Veterans'  benefits  &  services 
Law  enforcement  &  justice 
General  government 
Revenue  sharing  &  general 

purpose  fiscal  assistance 
Interest 
A I lowances 
Undistributed  offsetting 

recei  pts  b/ 
TOTAL  d/  $19.3 


Percent 
(Adjusted  for 
Transition 

Quarter) 

1.2% 

-  2.3 
3.6 

13.2 

-31.9 

-  5.9 

-  3.7 

-  9.7 


2.3 

5.6 

8.6 

5.3 

-1.8 

-   7.7 

c/ 

— 

-   .1 

-  2.6 

.2 

2.0 

6.5 

14.6 

2.1 

— 

-3.6 

-18.7 

4.  \% 


a/  Includes  Export- Import  Bank  in  1976  total  for 

accurate  comparison  to  1977. 

b/  Includes  a  $3  billion  increase  in  estimated  receipts 

from  sale  of  offshore  oil  leases. 

c/  Less  than  $50  million 

d/   Individual  changes  may  not  sum  to  totals  due  to 

rounding. 

Sources:  The  Budget  of  the  U.S.  Government,  Fiscal 

Year  1977,  and  the  Joint  Economic  Committee 
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changes  incorporated  in  the  President's  budget.   It  is 
a  projection  of  the  spending  that  would  result  from 
an  extension  of  existing  law,  from  changes  antici- 
pated in  case  loads  of  entitlement  programs  such  as 
social  security  and  medicare,  and  from  a  continuation 
of  other  policies  now  in  effect. 

By  comparing  the  President's  proposed  spending 
for  1977  with  the  current  services  level  of  spending 
for  1977,  one  can  easily  see  where  the  President  has 
focused  his  recommendations  for  policy  change.   As 
Table  IV/4  demonstrates,  the  total  reduction  in  expen- 
ditures would  be  about  $29  billion,  with  the  largest 
cuts  occurring  in  income  security;  health;  and  educa- 
tion, training,  employment,  and  social  services. 
Table  IV/4  also  indicates  a  decline  in  national  defense, 
relative  to  the  current  policy  level.   There  is  some 
distortion,  however,  in  comparing  this  category  with 
other  functions  because  of  its  different  treatment  of 
pay  increases.  The  increase  in  pay  for  all  civilian 
agency  employees  is  lumped  together  in  the  line 
labeled  "allowances,"  while  the  pay  increase  for 
defense  employees  is  added  to  other  spending  in  the 
national  defense  category.   Since  the  President  has 
proposed  as  a  policy  change  to  limit  pay  increases 
to  an  average  of  4.7  percent,  and  the  "current 
services"  level  includes  approximately  a  12-percent 
increase  in  accordance  with  the  current  standard 
providing  for  comparability  with  the  private  sector, 
there  appears  to  be  a  decline  in  national  defense. 
If  an  adjustment  is  made  for  this  different  treatment 
of  military  pay  increases,  the  President's  proposed 
expenditures  for  national  defense  would  be  slightly 
above  current  services  levels. 


Budget-Related  Changes 

Within  our  fiscal  policy  recommendations,  we 
further  recommend  several  budget  changes  which  must  be 
explicitly  considered  by  the  Budget  Committees.  The 
following  discussion  focuses  first  on  the  special 
policies  needed  to  achieve  full  employment.   State  and 
local  government  policies,  income  security  issues- and 
defense  spending  are  discussed.   The  concluding  section 
focuses  on  possible  prgram  reductions. 
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Table  IV/4 

Estimated  Outlays  by  Function,  Fiscal  Year  1977 
(bill  ions  of  dol lars) 


Change 


Presi  dent's 

Projections 

Impl ied 

Budget 

of 

Current 
■icy  AJ 

by  Budget 

Request 

Pol 

Request 

National  defense 

101  .1 

103.4 

-  2.3 

International  affairs 

6.8 

6.8 

0.0 

General  science,  space  and 

4.8 

5.0 

-  0.2 

technology 

Natural  resources 

13.5 

14.4 

-  0.9 

Agriculture 

1.7 

2.3 

-  0.6 

Commerce  &  transportation 

16.5 

18.5 

-  2.0 

Community  &  regional  development 

5.5 

7.7 

-  2.2 

Education,  training,  employ- 

16.6 

21.5 

-  4.9 

ment  and  social  services 

Health 

34.4 

37.6 

-  3.2 

Income  security 

136.5 

143.4 

-  6.9 

Veterans'  benefits  &  services 

17.2 

18.8 

-  1.6 

Law  enforcement 

3.4 

3.7 

-  0.3 

General  government 

3.4 

3.6 

-  0.2 

Revenue  sharing 

7.4 

7.3 

0.  1 

Interest 

41  .3 

42.2 

-  0.9 

Al lowances 

2.3 

2.0 

0.3 

Offsetting  receipts 

-18.8 

-15.5 

-  3.3 

TOTAL 


393.6 


422.7 


■29.  I 


a/  This  estimate  provided  by  the  Congressional  Budget  Office.   It 
is  based  on  the  mean  of  Path  "A"  and  "B"  as  described  in  Fi ve-Year 
Budget  Pro, ject ions,  Fiscal  Years  1977-81,  Congressional  Budget 
Office,  January  26,  1976. 
b/   Individual  items  may  not  sum  to  totals  due  to  rounding. 


630 

66 
A.   Special  Policies  to  Achieve  Full  Employment 

As  Chart  IV/1  shows,  the  official  unem- 
ployment rate  reported  by  the  Bureau  of  Labor 
Statistics  reached  a  peak  of  8.9  percent  in  May 
1 975  and  has  declined  since  then  to  7.8  percent  in 
January.  The  comprehensive  unemployment  rate, 
including  allowance  for  discouraged  workers  and 
persons  limited  to  part-tfme  work  by  poor  economic 
conditions,  reached  nearly  12  percent.   If  the 
Presidents  proposals  for  a  more  restrictive  fiscal 
policy  in  I977  are  adopted,  however,  we  can  expect 
little,  if  any,  further  decline  in  unemployment 
this  year  or  next.  The  human  and  economic  costs 
of  continuing  high  unemployment  need  not  and  should 
not  be  accepted.   Not  only  would  such  unemployment 
seriously  threaten  the  welfare  of  millions  of 
American  families  —  and  leave  in  want  hundreds  of 
thousands  who  will  exhaust  their  unemployment 
compensation  in  1 976  —  it  also  would  do  major  long- 
run  damage  to  the  economy  as  productive  capacity 
stands  unused,  national  needs  go  unmet,  and  pro- 
longed idleness  erodes  workers1  skills. 


The  High  Cost  of  Extended  Unemployment 

A  critical  and  often  ignored  effect  of  the 
1973-75  recession  is  the  sharp  rise  in  the  duration 
of  unemployment  during  the  past  year.   In  January 
1976,  almost  2.8  million  (36  percent)  of  the  7.3 
million  jobless  had  been  idle  for  15  weeks  or  more. 
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By  contrast,  in  January  1975,  only  21  percent  of 
the  unemployed  were  idle  15  weeks  or  more,  and 
during  the  1967-70  period,  the  long-term  unemployed 
averaged  only  15  percent  of  the  total. 

The  number  unemployed  for  six  months  or 
longer  has  increased  even  more  sharply.   In 
January  1975,  8.5  percent  of  the  jobless  had  been 
out  of  work  for  six  months  or  more;   in  January 
1976,  it  was  21.5  percent.  The  actual  number  un- 
employed six  months  or  more  was  1.6  million  in 
January  1976,  almost  triple  the  number  a  year  ago. 

The  persistence  of  long-term  unemployment 
creates  a  serious  danger  that  much  of  what  now  is 
considered  cyclical  unemployment  will  become 
"structural,"  and  the  difficulties  of  solving  the 
unemployment  problem  will  increase  sharply.  2/ 
Eliminating  cyclical  unemployment  requires  recovery 
of  the  economy.   Dealing  with  structural  unemploy- 
ment requires  not  only  adequate  overall  job  oppor- 
tunities, it  also  means  providing  workers  with 
remedial  education,  job  training  or  retraining, 
psychological  assistance,  motivation,  and  placement 
assistance  to  help  them  to  compete  in  the  job 
market.   In  the  longer  run,  the  President's  go-slow 
policies,  which  reduce  unemployment  only  gradually, 
will  be  more  costly  to  the  country  than  would  an 
emergency  job  creation  program  which  provided 
immediate  work  for  many  of  the  unemployed. 


2/  Cyclical  unemployment  refers  to  a  situation  in 
which  workers  are  laid  off  or  cannot  find  jobs 
because  of  a  general  economic  recession  and  an  over- 
all  shortage  of  jobs.   Structural  unemployment  refers 
to  a  situation  in  which  certain  groups  of  workers 
cannot  compete  successfully  in  the  labor  market  be- 
cause of  a  deficiency  of  skills  or  education,  a 
depressed  regional  economy,  or  discriminatory  hiring 
practices.   Such  workers  have  difficulty  finding 
satisfactory  jobs  even  during  periods  of  high  overall 
employment. 
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There  are  several  ways  In  which  cyclical 
unemployment  can  become  a  more  serious  and  lasting 
unemployment  problem.  For  instance,  during  a 
protracted  period  of  Idleness,  experienced  workers 
lose  job  skills.   In  addftfon,  the  psychological 
impact  of  enforced  joblessness  and  dependence  is 
demoralizing  and  affects  attitudes  toward  work. 
The  experience  affects  workers'  fitness  for  work 
and  creates  problems  for  some  in  getting  and  keep- 
ing regular  jobs. 

Second,  many  young  workers  entering  the 
labor  force  for  the  first  time  will  not  obtain 
needed  work  skills  and  experience.  Often,  the  first 
three  or  four  years  of  full-time  employment  are 
used  to  experiment  with  different  kinds  of  jobs  and 
to  become  accustomed  to  the  demands  of  full-time 
work.  Because  of  the  high  unemployment  rates 
expected  for  the  next  several  years,  many  young 
people  may  reach  age  25  without  ever  holding  a 
ful I -time  job. 

Third,  although  most  firms  can  endure  short 
periods  of  underuti I ization  without  impairment  of 
their  ability  to  recover,  a  longer  period  of  poor 
business  may  prove  fatal  to  firms  in  tenuous 
financial  condition.   If  such  firms  employ  special- 
ized skilled  workers  or  are  located  in  cities  or 
towns  with  few  alternative  employers,  workers  may 
then  need  retraining,  placement,  and  relocation 
assistance  to  regain  productive  jobs. 

The  costs  to  the  Nation  of  prolonged  un- 
employment are  unacceptable.  The  goal  of 
economic  policy  should  be  to  reduce  the 
unemployment  rate  to  6  percent  by  the  end 
of  1977  and  eventually  to  achieve  an  unem- 
ployment rate  no  higher  than  3  percent  of 
the  adult  labor  force. 


-249  O  -  76  -  41 
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The  Proper  Role  for 
Unemployment  Compensation 

Unttl  recently,  the  Administration's  policy 
toward  high  unemployment  has  been  CI)  to  extend 
unemployment  benefits  to  cushion  financial  hard- 
ship whtle  waiting  for  the  private  sector  to  begin 
rehiring,  and  C2)  to  accept  reluctantly  a  modest 
program  of  publtc  job  creation  through  emergency 
funding  and  diversion  of  funds  from  training  and 
other  programs  intended  to  deal  with  structural 
unemployment. 

The  regular  State  unemployment  insurance 
programs  pay  up  to  26  weeks  in  benefits,  plus  an 
additional  13  weeks  during  periods  of  high  unemploy- 
ment. The  severity  of  the  1973-1975  recession, 
however,  made  extending  unemployment  compensation 
imperative. 

Early  in  1975,  Special  Unemployment  Assis- 
tance was  enacted  to  provide  Federally  funded 
compensation  to  some  12  million  workers  not  covered 
by  State  programs  —  mainly  local  government,  farm, 
and  household  workers.   In  addition,  the  maximum 
duration  of  benefits  for  persons  covered  by  State 
programs  was  extended  from  39  to  65  weeks  through 
the  Federal  Supplemental  Benefits  Program.  Both 
of  these  programs  will  expire  in  March  1977,  unless 
they  are  extended  by  Congress. 

More  than  24.5  million  workers  received 
unemployment  benefits  at  some  time  during  1975.  The 
average  weekly  number  receiving  benefits  rose  from 
less  than  I .8  mi  I  I  ion  in  1973  to  almost  5.9  mi  I  I  ion 
at  the  March  1975  peak,  and  it  still  exceeds  4 
million.   During  1975,  however,  almost  I  million 
workers  exhausted  their  65  weeks  of  unemployment 
compensation  provided  under  the  Federal  Supplemental 
Benefits  Program. 

In  December. 1974,  Congress  provided  some 
300,000  public  service  jobs  under  Title  VI  of  the 


635 


71 


Comprehensive  Employment  and  Training  Act,  a  new 
title  added  by  Congress,  in  the  Emergency  Jobs  and 
Unemployment  Assistance  Act. 

tn  his  1977  budget,  however,  the  President 
proposes  to  cut  both  public  jobs  and  unemployment 
benefits  at  a  time  when  both  are  still  badly  needed. 
The  Report  of  the  Presidents  economic  advisers 
states  that  "unemployment  will  almost  surely  remain 
distressingly  high  this  year"  and  that  "the  social 
hardships  and  economic  waste  associated  with  the 
current  level  of  unemployment  should  not  be  under- 
estimated." 3/  But  the  budget  seems  designed  to 
prolong  the  unemployment  and  to  exacerbate  the 
hardship. 

The  President  proposes  cutting  almost  every 
program  assisting  the  unemployed.   Some  260,000 
public  service  jobs  out  of  a  current  total  of 
310,000  jobs  would  be  cut  by  September  1977.   The 
Federal  contribution  to  the  wages  for  these  jobs 
would  be  slashed  from  $10,000  to  $7,000  per  year. 
In  addition,  federally  funded  summer  jobs  for  youths 
would  be  cut  by  100,000  in  1976  and  by  70,000  more 
in  1977.   Finally,  the  President  recently  vetoed 
the  $6.1  billion  Local  Public  Works  Capital  and 
Development  Act,  designed  to  create  several  hundred 
thousand  new  jobs  and  to  use  unemployed  resources 
to  improve  public  facilities. 

Unemployment  compensation  also  would  be  cut. 
The  emergency,  federally  funded  benefits  described 
above  would  be  allowed  to  expire.  This  would  make 
some  450,000  jobless  persons  ineligible  for  further 
payments. 

We  cannot  accept  this  callous  approach  to  the 
needs  of  the  unemployed.  While  the  Committee  be- 
lieves strongly  that  primary  reliance  in  treating 
unemployment  should  be  shifted  from  benefit  payments 


3/   Economic  Report  of  the  President,  1 976 ,  p .  19 
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to  job  creation,  as  will  be  outlined  in  the  next 
section  of  this  chapter,  it  believes  that  unemploy- 
ment benefits  must  continue  to  be  provided  until  an 
adequate  jobs  program  is  in  place.   It  believes, 
moreover,  that  some  reforms  in  the  unemployment 
insurance  system  are  needed  to  raise  the  ceiling  on 
benefits  and  to  create  more  uniformity  in  payments 
among  States. 

The  amount  of  benefits  paid  under  current 
law  is  50  percent  of  the  worker's  average  weekly 
earnings,  up  to  a  maximum  that  varies  by  State. 
Because  of  the  maximum,  over  40  percent  of  all 
claimants  in  fiscal  year  1975  received  less  than 
50  percent  of  the  average  earnings  from  their  pre- 
vious employment.   In  previous  years  this  figure 
has  been  higher  C52  percent  in  1970  and  1971). 

A  greater  number  of  workers  should  be  receiv- 
ing 50  percent  of  their  average  weekly  wage.  To 
achieve  this  goal,  the  States  should  be  required 
by  Federal  law  to  raise  the  maximum  weekly  benefit 
to  two-thirds  of  the  statewide  average  weekly  wage 
in  each  State.  The  Federal  Government  should 
provide  interim  financing  for  two  years  to  give 
States  time  to  change  their  laws.  The  cost  of  such 
a  program  would  be  approximately  $1  billion  in 
fiscal  1977. 

After  a  period  of  widespread  use  of  unemploy- 
ment claims,  however,  it  also  is  time  for  a  basic 
review  of  the  standards  and  operations  of  these 
programs  to  assure  that  eligibility  requirements 
are  appropriate  and  well  enforced  and  to  assess  the 
future  financial  soundness  of  the  unemployment 
insurance  system. 

The  maximum  weekly  unemployment  benefit  should 
be  increased  to  two-thirds  of  the  statewide 
wage  in  each  State.   Individuals  should  receive 
at  least  50  percent  of  their  previous  weekly 
wage  up  to  the  maximum.  After  this  extended 
period  of  high  unemployment  it  is  time  for  an 


637 


73 


in-depth  review  of  unemployment  insurance 
programs,  jncludtng  eligibility  require- 
ments. 

The  Committee  believes,  however,  that  a 
policy  based  on  extending  unemployment  insurance 
is  totally  Inadequate  as  a  primary  response  to  a 
deep,  prolonged  period  of  htgh  unemployment  such 
as  the  present  one.   in  this  situation, 
jobs  are  needed.   It  is  indefensible  to  pay  people 
for  such  an  extended- p~erToar_and~Tb~^eep  them"  ftffe. 

First,  unemployment  compensation  is  a  very 
expensive  way  to  deal  with  long-term  unemployment. 
Its  cost  will  be  over  $18  billion  in  fiscal  year 
1976,  or  $14  billion  more  than  at  full  employment. 
The  cost  including  food  stamps,  aid  for  dependent 
children,  and  other  income  maintenance  programs 
affected  by  the  economic  slump  will  be  over  $19 
billion  more  than  at  full  employment.  4/  The 
President's  go-slow  policies  would  guarantee 
continuing  high  outlays  for  these  purposes  for 
the  rest  of  this  decade. 

Second,  society  receives  no  useful  product 
from  those  on  unemployment  insurance.  Reliance 
on  this  form  of  relief  as  the  primary  response  to 
long-term  unemployment  constitutes  a  terrible  waste 
of  manpower  resources  in  view  of  the  Nation's  many 
unmet  needs.  The  300,000  jobs  provided  under  the 
Emergency  Jobs  and  Unemployment  Assistance  Act  are 
a  great  improvement  over  unemployment  compensation, 
but  this  is  a  small  program  relative  to  the  size  of 
the  problem  and  leaves  more  than  7  million  Americans 
sti I  I  unemployed. 

Moreover,  the  diversion  into  countercyclical 
public  service  jobs  of  funds  intended  for  job  train- 
ing and  work  experience  under  Titles  I  and  I  I  of 
the  Comprehensive  Employment  and  Training  Act  (CETA) 


4/   Congressional  Budget  Office 
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thwarts  the  intent  of  that  legislation,  which  was 
to  provide  jobs  and  training  to  persons  handicapped 
by  poor  education  or  other  deficiencies.  Although 
the  CETA  legislation  contains  safeguards  against 
such  diversion  of  funds,  data  on  program  partici- 
pants clearly  indicate  that  Title  II  funds,  which 
were  specifically  allocated  to  train  disadvantaged 
workers  for  regular  public  employment,  have  gone 
recently  to  employ  persons  not  in  this  category. 
This  policy  reduces  the  funds  available  to  help 
structurally  disadvantaged  workers  become  self- 
supporting. 

A  comprehensive  strategy  for  dealing  with 
unemployment  is  essential  to  overall  eco- 
nomic recovery.  An  antirecession  program, 
however,  should  place  primary  emphasis  on 
providing  Jobs  —  in  the  private  sector  to 
the  extent  possible,  but  supplemented  by 
emergency  public  works  jobs  and  public 
service  .jobs  as  necessary.  Unemployment 
compensation  should  be  used  to  assist  work- 
ers who  are  jobless  for  relatively  short 
periods  of  time.  Until  enough  jobs  are 
provided,  however,  unemployment  compensa- 
tion or  other  income  support  must  be 
extended.   Federal  supplemental  unemploy- 
ment benefits  should  be  phased  out  with 
the  implementation  of  an  adequate  jobs 
program.  5/ 


5/   Senator  Proxmire  states:  "This  could  become  a 
very  costly  program  unless  done  right.   I  advocate 
that  the  Government  become  the  employer  of  last 
resort  by  providing  useful  work  at  the  unemployment 
compensation  rates  of  those  laid  off  (plus  the  cost 
of  getting  to  work)  and  at  the  minimum  wage  for 
those  with  no  unemployment  compensation  eligibility 
who  are  entering  the  labor  force.   In  this  way  use- 
ful work  can  be  performed  for  the  society  at 
little  added  cost." 


639 

75 

A  Program  of  Job  Creation 

The  pessimistic  unemployment  projections  for 
the  rest  of  this  decade  make  job  creation  the  vital 
issue  facing  Congress  this  year.  Right  now,  there 
are  over  7  million  Americans  unemployed.   In 
addition,  about  2-1/2  million  more  workers  can  be 
expected  to  enter  the  labor  force  this  year.   In 
light  of  this,  we  believe  that  it  is  important  for 
economic  policy  to  aim  to  expand  employment  by 
about  3-1/2  million  jobs  during  1976.  Almost  as 
large  a  growth  of  employment  will  again  be  needed 
in  1977  if  unemployment  is  to  continue  rapidly 
dec  I Ining. 

In  addition  to  the  fiscal  and  monetary 
policies  described  in  Chapter  III,  achievement  of 
this  job  goal  wit  I  require  an  enlargement  of 
government  job  creation  programs  to  about  one  mill  ion 
jobs  in  1977.   Such  programs  should  be  accompanied 
by  new  incentives  to  step  up  private  sector  hiring. 

Publ ?c  Job  Creation.  Direct  public  job 
creation,  according  to  a  number  of  studies  including 
one  recently  issued  by  the  Congressional  Budget 
Office, 6/  is  the  quickest  and  surest  form  of  job 
stimulus  the  Federal  Government  can  undertake.  An 
antirecession  jobs  program,  according  to  these 
studies,  reduces  unemployment  more  sharply  than  any 
other  spending  measure. 

Currently,  some  300,000  public  service  jobs 
are  being  funded  under  Title  VI  of  the  Comprehensive 
Employment  and  Training  Act.   If  pending  legislation 
is  enacted,  the  funding  level  for  this  program 
through  fiscal  1977  will  be  $5.9  billion,  or  enough 
to  enlarge  the  public  service  employment  to  600,000 
jobs.  Provision  for  fiscal  1976  outlays  under  this 
program  was  included  in  the  Second  Concurrent 


6 /  Temporary  Measures  to  Stimulate  Employment, 
Congressional  Budget  Office,  September  2,  1975. 
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Resolution  on  the  1976  Budget,   In  fiscal  1977  we 
believe  that  it  should  be  increased  to  about  one 
mi  1 1  ion  jobs. 

Two  objections  often  are  raised  against 
temporary  government  job  creation  programs.  One  is 
that,  although  described  as  temporary,  they  may 
be  allowed  to  continue  after  the  need  for  them  has 
passed.  For  this  reason,  we  recommend  again,  as  we 
have  in  the  past,  that  countercyclical  programs 
be  tied  explicitly  to  the  unemployment  rate.  Then 
the  spending  authority  for  these  programs  will 
expire  automatically  when  unemployment  returns  to 
more  satisfactory  levels. 

As  a  formula  to  provide  this  link,  we  have 
suggested  in  past  reports  that  a  temporary  jobs 
program  be  funded  to  create  250,000  jobs  for  each 
1/2  percentage  point  by  which  the  unemployment  rate 
exceeds  5  percent  in  the  absence  of  the  program. 
With  the  unemployment  rate  now  expected  to  average 
close  to  7.0  percent  in  fiscal  1977,  this  formula 
suggests  a  need  for  one  million  emergency  jobs. 
With  such  a  program  and  with  an  overall  economic 
policy  which  supports  recovery,  the  unemployment 
rate  can  be  reduced  to  6  percent  or  less  by  the  end 
of  calendar  year  1977. 

A  second  objection  to  emergency  jobs  pro- 
grams is  that  these  programs  create  public  rather 
than  private  jobs.  We  share  this  concern  and  have 
no  desire  to  create  public  jobs  at  the  expense  of 
private  jobs.  Both  monetary  and  fiscal  policy  should 
be  designed  to  encourage  the  maximum  feasible  growth 
of  private  employment  this  year  and  next.  At  the 
same  time,  we  must  face  the  fact  that,  even  with  the 
strongest  growth  of  private  employment  that  is 
reasonable  to  anticipate,  unemployment  will  remain 
much  too  high  through  the  end  of  1977.  Temporary 
work  opportunities  in  the  public  sector  are  far 
preferable  to  continued  reliance  on  income  support 
for  idle  workers. 
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A  third  objection  which  has  recently  been 
raised  against  a  public  jobs  program  is  that  its 
net  contribution  to  new  job  creation  is  small,  be- 
cause most  of  the  jobs  paid  by  the  program  existed 
anyway.   For  instance,  substitution  of  Federally 
funded  employees  for  regular  State  and  local  govern- 
ment personnel  has  been  a  problem  In  some  places  in 
the  past.  However,  the  contention  of  the  Counci I 
of  Economic  Advisers  that  only  one  job  may  be 
added  for  every  ten  jobs  funded  is  grossly  exag- 
gerated. To  the  extent  that  funding  substitution 
has  been  a  problem,  it  can  be  greatly  reduced  by 
the  adoption  of  antirecession  grants  to  State  and 
local  governments  to  avert  the  need  for  layoffs 
and  the  use  of  the  locally  initiated  work-projects 
approach  to  temporary  job  creation,  which  is 
described  below. 

To  assert,  as  the  Council  of  Economic 
Advisers  has  done,  that  it  is  impossible  to  design 
an  effective  emergency  jobs  program  is  a  counsel 
of  despair.  The  fact  that  unemployment  is  going 
to  remain  unacceptably  high  this  year  and  next  must 
be  faced.   Effective  programs  must  be  adopted  to 
provide  temporary  employment  opportunities  until 
an  adequate  number  of  jobs  become  available  in 
the  private  sector. 

Nonetheless,  to  accommodate  criticisms 
described  above,  the  structure  of  the  emergency 
jobs  program  should  be  modified  as  it  is  expanded. 
Simply  increasing  the  funding  for  CETA's  Title  VI 
without  modifying  the  program  has  several  dis- 
advantages. 

First,  a  further  large  expansion  of  the 
program,  which  is  administered  by  the  State  and 
local  governments,  would  strain  the  capacity  of 
many  of  these  governments  by  confronting  them 
with  a  large  influx  of  temporary  workers.   To  some 
extent,  this  has  already  happened.  According  to  one 
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study  prepared  for  this  Committee,  7/  the  need  to 
establish  public  service  jobs  quickly  under  CETAfs 
Title  VI  early  in  1975  led  some  local  governments 
to  develop  make-work  jobs  for  newly  available 
employees.  Most  local  governments  made  good  use 
of  these  funds,  but  any  make-work  job  creation 
resulting  from  a  further  expansion  of  the  program 
could  discredit  a  good  method  of  creating  jobs 
during  a  recession. 

Second,  the  existing  program  tends  to  create 
expectations  of  permanent  government  employment 
among  persons  hired  for  countercyclical  purposes. 
Since  some  CETA  jobs  —  those  under  Title  II  — 
are  intended  to  lead  to  regular  government  employ- 
ment, and  since  many  employees  paid  under  CETA's 
Title  VI  are  placed  In  jobs  of  a  permanent  nature 
involving  continuing  governmental  functions,  both 
employer  and  employee  come  to  expect  that  these 
arrangements  may  continue  indefinitely. 

A  detailed  description  of  program  modifica- 
tions to  avoid  these  problems  and  to  minimize 
funding  substitution  was  presented  in  the  Committee's 
Midyear  Report.    Briefly,  local  or  State  govern- 
ments, nonprofit  organizations,  Federal  agencies, 
and  even  private  businesses  could  propose  projecTs 
and  apply  to  specially  constituted  regional  admin- 
istrative boards  for  project  funds.   Private 
business  would  be  expected  to  undertake  nonprofit 
projects.  The  work  projects  would  have  to  be 
activities  which  would  not  otherwise  be  undertaken, 
which  could  be  completed  in  one  to  two  years,  and 
which  would  provide  socially  valuable  goods  or 
services  to  the  community.   Such  projects  might 
include  rehabilitation  of  housing  occupied  by 


7/  Thomas  A.  Barocci,  "The  Canadian  Job  Creation 
Model  and  Its  Applicability  to  the  United  States,' 
Joint  Economic  Committee,  1976. 
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low- income  persons,  construction  of  byc!e  parts, 
care  of  parklands  and  public  spaces,  construction 
of  recreational  facilities,  and  provision  of  care 
for  the  chronically  ill. 

The  distribution  of  funds  should  be  based 
on  local  unemployment  rates,  as  is  currently  the 
case  under  CETA.  Once  a  project  is  begun,  however, 
its  funding  should  not  be  interrupted  if  the  local 
unemployment  rate  falls.  There  should  be  a  clear 
understanding  from  the  beginning  that  employment 
will  end  with  the  completion  of  the  project.   No 
individual  should  be  employed  under  this  program 
for  more  than  two  years.   Financial  incentives 
should  be  provided  to  encourage  individuals  to  find 
regular  private  or  public  employment  whenever  jobs 
become  available.   Employees  under  this  program 
should  be  eligible  for  regular  unemployment  benefits 
on  completion  of  a  project. 

Clearly,  not  everyone  currently  seeking  work 
could  be  employed  under  this  program.   It  therefore 
should  be  directed  primarily  at  those  who  have  been 
unemployed  for  some  time  and  who  lack  alternative 
means  of  support. 

During  the  past  year,  the  Joint  Economic 
Committee  has  conducted  regional  hearings  in  six 
cities  (Chicago,  New  York,  Atlanta,  Los  Angeles, 
Fall  River,  and  Boston).  In  the  course  of  these 
hearings,  much  was  learned  about  the  operation  of 
Federal  training  and  employment  programs  in  dif- 
ferent areas.  The  following  conclusions  emerged: 

•  The  need  for  a  continued  and  expanded 
emergency  jobs  program  is  keenly  felt  in  all  areas 
visited. 

•  The  existing  CETA  Title  VI  program  is 
working  reasonably  well  in  most  places.   It  is 
succeeding  in  providing  jobs  for  persons  who  would 
otherwise  be  unemployed.   In  most  cases,  these 
persons  are  performing  highly  useful  work. 
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•  The  program  can  be  Improved  and  made  even 
more  successful.   The  program  design  described 
above  stems  in  part  from  the  evidence  gathered  at 
regional  hearings  and  from  studies  commissioned  by 
the  Committee  during  the  past  year. 

We  are  pleased  to  note  that  legislation 
which  has  recently  passed  the  House  and  is  currently 
pending  in  the  Senate  would  continue  the  Title  VI 
emergency  jobs  program  and  would  expand  it  by  pro- 
viding for  locally  initiated  work  projects  of  the 
kind  we  have  suggested.  Enactment  of  this  legisla- 
tion should  receive  high  priority. 

Emergency  job  programs  should  be  expanded 
to  provide  additional  jobs  for  the  cycli^ 
cally  unemployed  —  those  who  normally  could 
find  jobs  when  the  economy  is  operating  near 
capacity.  The  additional  jobs  created  by 
this  program  expansion  should  be  in  special 
projects  lasting  from  one  to  two  years  and 
having  a  useful  and  identifiable  output. 
The  jobs  should  be  clearly  temporary  and 
should  make  use  of  skills  which  the  partic* 
? pants  already  have.  This  emergency  program 
should  be  in  addition  to  the  existing  CETA 
job  training  and  public  service  employment 
programs.  Appropriations  should  be  provided 
to  create  a  total  of  one  million  jobs  during 
1 977,  including  the  600,000  jobs  which  would 
be  provided  under  legislation  recently  passed 
by  the  House  of  Representatives  extending  and 
enlarging  Title  VI  of  CETA.   8/ 


8/  Senator  Proxmlre  states:  "I  am  against  a  Job 
program  of  this  size  which  is  accompiised  through 
public  works,  which  are  wasteful  and  too  slow,  or 
through  public  service  jobs  where  there  is  a  big 
substitution  effect  if  it  gets  too  large.   Instead, 
I  believe  we  should  provide  for  jobs  through  a 
shallow  housing  subsidy  where  one  job  can  be 
created  for  about  $500  instead  of  $8,000  per  public 
service  job  and  as  high  as  $25,000  for  a  public 
works  job." 
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While  no  public  jobs  program  can  be  entirely 
free  from  criticism,  the  approach  outlined  above 
would  overcome  many  of  the  defects  inherent  in  the 
existing  program.  Without  a  substantial  and  inno- 
vative program  similar  to  the  one  described,  the 
United  States  will  continue  to  suffer  high  unemploy- 
ment through  the  end  of  this  decade.  The  resulting 
loss  in  income  and  human  dignity  is  unconscionable, 
as  is  the  erosion  in  the  productive  capacity  of  the 
labor  force. 

The  emergency  one  mi  I  I  Ion  job  program  recom- 
mended above  is  only  one  element  of  an  overall 
strategy  to  reduce  unemployment  rapidly.  Counter- 
cyclical aid  to  State  and  local  governments  and  an 
accelerated  public  works  program  are  two  other 
equally  essential  ingredients.  Provision  for  both 
of  these  programs  was  included  in  the  Second  Con- 
current Resolution  on  the  fiscal  1976  budget,  and 
both  programs  would  have  been  authorized  by  a  bi  I  I 
which  Congress  passed  and  sent  to  the  President  in 
January.  The  President's  veto  of  this  bill  has 
torn  a  gaping  hole  in  the  comprehensive  recovery 
program  that  Congress  had  developed. 

The  proposed  emergency  public  works  program 
has  been  criticized  on  the  grounds  that  the  projects 
would  get  underway  too  slowly  to  be  of  real  benefit 
in  dealing  with  recession-induced  unemployment.   If 
the  1974-75  recession  had  been  as  mild  as  other 
recessions  experienced  in  the  postwar  period,  this 
criticism  might  be  valid.   However,  the  recent 
recession  has  left  an  aftermath  of  high  unemployment 
which  will  remain  throughout  the  remainder  of  this 
decade.  Unemployment  in  the  construction  industry  . 
is  especially  severe  and  appears  likely  to  remain 
so  for  quite  some  time.  A  program  of  high-priority 
local  work  projects  which  can  be  initiated  quickly 
and  completed  during  the  present  period  of  high 
unemployment  is  thoroughly  justified  and  badly 
needed . 
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Congress  should  quickly  reenact  and  the 
President  should  sign  legislation  provid- 
ing for: 

•  countercyclical  aid  to  State  and  local 
governments,  and 

•  an  emergency  public  works  program 
designed  to  fund  high-priority  local  work 
projects. 

Providing  Jobs  for  Young  People.  Teenagers 
and  young  adults  have  always  experienced  higher 
unemployment  rates  than  adults.  While  the  unemploy- 
ment rate  among  adults  25  years  old  and  older  was 
5.4  percent  in  January  1976,  that  among  persons  20 
to  24  years  old  was  12.7  percent,  and  among  teen- 
agers of  16  to  19  it  was  19.9  percent.   For  black 
teenagers,  the  unemployment  situation  was  much  worse 
In  January,  34.6  percent  of  16  to  19-year-old  blacks 
could  not  find  a  job;  in  many  inner  city  ghettoes, 
the  unemployment  rate  for  teenagers  exceeded  50 
percent. 

The  total  number  of .  teenagers  and  young 
adults  who  were  jobless  in  January  1976  was  3.7 
million  —  almost  half  the  total  number  of  Americans 
unemployed.   In  addition,  there  are  about  400,000 
youths  who  would  be  looking  for  work  if  it  were 
available  —  discouraged  workers  —  who  are  not 
counted  in  the  unemployment  statistics.  One  of  the 
most  tragic  consequences  of  the  1975  recession  and 
the  severe  unemployment  projected  through  1980  is 
the  economic,  social, and  psychological  impact  it 
will  have  on  many  young  people. 

First,  as  noted  above,  many  young  people 
will  lose  the  opportunity  to  develop  job  skills  and 
work  experience,  to  experiment  with  different  kinds 
of  jobs,  and  to  adjust  to  the  demands  of  the  labor 
market  —  a  healthy  process  whjch  normally  precedes 
entry  into  a  career  job. 
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Second,  many  youths  already  have  financial 
responsibilities  without  having  the  savings  to  sus- 
tain them  during  a  period  of  prolonged  unemployment. 
This  problem  is  underscored  by  the  fact  that,  among 
young  adults  (ages  20  to  24),  500,000  household 
heads  are  unemployed.   In  addition,  there  are  also 
teenagers  with  family  responsibilities.  Among  un- 
employed teenagers  about  66,000  are  household  heads. 

Third,  younger  workers  are  much  less  likely 
to  be  eligible  for  unemployment  compensation.  During 
1975,  only  30  percent  of  those  under  25  were  eligible 
for  benefits,  compared  to  more  than  75  percent  of 
those  over  25. 

Finally,  prolonged  unemployment  increases 
the  incidence  of  crime,  drug  abuse,  and  other  forms 
of  behavior  that  can  ruin  a  person's  chance  of 
achieving  a  productive  life  in  the  future  and  that 
seriously  increase  the  social  costs  of  continued 
high  unemployment. 

High  unemployment  rates  among  youth  result 
from  many  factors,  including  lack  of  work  experience, 
inadequate  job  skills,   poor  job  counseling,  the 
weak  work  attachment  of  many  students,  and  the  rapid 
influx  into  the  labor  market  in  the  past  few  years 
of  those  born  during  the  postwar  baby  boom. 

Data  show  that  over  70  percent  of  the  teen- 
aged  unemployed  are  searching  for  a  first  job  or 
are  reentering  the  labor  force  after  a  period  in 
school  or  traveling.   By  contrast,  almost  two- 
thirds  of  20  to  24-year-old  men  are  unemployed  by 
the  loss  of  their  previous  jobs.   Among  20  to  24- 
year-old  women,  reasons  for  unemployment  were 
equally  attributable  to  job  loss  and  labor  force 
entry. 

About  two-thirds  of  unemployed  youths  are 
seeking  full-time  work.  Among  teenagers,  roughly 
half  are  seeking  full-time  work;  among  20  to  24- 
year-olds,  about  85  percent. 
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Although  young  workers  are  to  be  included  in 
the  general  countercyclical  job  creation  program 
described  above,  a  separate  program  is  needed  in 
recognition  of  the  special  employment  problems  faced 
by  youth. 

Nearly  one-half  of  the  total  unemployed  are 
persons  under  25  years  of  age.  Extended 
idleness  for  young  people  with  little  past 
work  experience  will  result  in  severe  social 
and  economic  costs.  Congress  should  give 
high  priority  to  developing  a  comprehensive 
program  targeted  specifically  at  the  employ- 
ment needs  of  young  people. 

Included  in  such  a  comprehensive  youth 
employment  program,  Congress  should  consider: 

•  Continued  funding  for  summer  jobs  for 
youth  and  improvement  in  the  admfni strati  on  of  this 
program.   In  the  summer  of  1975,  840,000  jobs  for 
teenagers  were  funded.  The  President  proposes  to 
eliminate  170,000  of  these  jobs  by  the  summer  of 
1977.  The  serious  unemployment  problem  among 
teenagers  requires,  to  the  contrary,  that  summer 
jobs  be  expanded  or,  at  the  very  least,  maintained 
at  the  1975  level . 

•  Establishment  of  a  youth  employment  service 
within  the  United  States  Employment  Service  to 
bring  professional  job  placement  and  job  counseling 
services  to  youths  while  they  are  still  in  school 

or  when  they  are  first  entering  the  labor  force. 
Assistance  should  be  provided  to  facilitate  the 
transition  from  school  to  work  and  to  expand  the 
availability  of  job  apprenticeships  in  the  private 
sector. 

•  Creation  of  a  permanent  jobs  program 
directed  specifically  at  young  people.  A  project- 
type  approach  to  public  employment  suggested  earlier 
as  a  countercyclical  measure  could  be  adapted  into 

a  permanent  youth  employment  program.  Such  an 
approach  would  lend  itself  more  easily  to  the  part- 
time  or  temporary  employment  needs  of  teenagers 
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and  young  adults.  The  need  for  such  a  program  is 
greatest  in  the  next  five  years  when  the  influx  of 
young  people  will  be  greatest.  After  1980,  teen- 
agers will  constitute  a  diminishing  percentage  of 
the  labor  force. 

Stimulating  Private  Sector  Employment.  Al- 
most 85  percent  of  American  workers  depend  on  the 
private  sector  for  jobs  and  income.  Of  the  persons 
who  are  currently  unemployed  because  they  lost  their 
jobs,  almost  90  percent  worked  in  the  private 
sector.   Even  with  the  large-scale  public  job  pro- 
gram recommended  above,  most  of  these  unemployed 
will  depend  on  recovery  in  the  private  sector  for 
renewed  job  opportunities.   In  addition  to 
expansionary  fiscal  policy,  we  also  must  examine 
more  direct  methods  of  stimulating  employment  in 
the  private  sector  during  the  next  few  years. 

There  are  several  reasons  for  providing 
incentives  for  job  creation  and  training  in  the 
private  sector.   First,  a  well-designed  subsidy 
or  tax  credit  for  hiring  new  workers,  if  effective, 
could  entail  a  much  lower  Treasury  cost  per  job  than 
providing  comparable  public  sector  jobs.   Second, 
the  output  of  private  jobs  expands  the  supply  of 
goods  and  services  available  in  the  private  market 
and  helps  to  dampen  inflationary  pressures.   Finally, 
it  is  generally  recognized  that  on-the-job  training 
is  the  most  effective  means  for  upgrading  workers' 
skills;  and  this  training  can  be  carried  on  by  the 
trainee's  future  employer. 

While  Congress  continues  to  pursue  traditional 
means  of  improving  employment  opportunities  in  the 
private  sector,  including  expansionary  fiscal 
policies  and  incentives  to  business  investment,  new 
measures  to  stimulate  additional  private  job  crea- 
tion and  training  should  be  explored. 

In  the  fiscal  1977  budget,  the  President 
proposed  a  new  accelerated  depreciation  provision  to 
encourage  construction  of  new  plants  in  areas  with 
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unemployment  in  excess  of  7  percent.  While  the 
concept  of  providing  special  stimulus  to  job  crea- 
tion in  depressed  areas  is  an  attractive  one,  the 
President's  proposal  is  unlikely  to  result  in  a 
significant  net  addition  of  jobs  and  would  not 
distinguish  effectively  between  depressed  areas  and 
others.  Furthermore,  the  proposal  would  foster 
capital-intensive  instead  of  labor-intensive  oper- 
ations. 


Another  incentive  to  job  creation  in  the 
private  sector,  which  should  be  considered  by 
Congress,  is  an  employment  tax  credit.   For  example, 
such  a  credit  could  be  designed  so  that  any 
employer  who  increases  his  employment  in  1976  or 
1977  over  the  previous  peak  level  would  be  eligible 
to  receive  the  credit.  To  qualify,  workers  hired 
would  have  to  have  been  out  of  work  for  at  least 
six  weeks.  An  effective  credit  would  probably  have 
to  be  set  at  a  level  close  to  $1,000  per  newly  hired 
employee. 

There  are  two  problems  with  this  proposal 
that  should  be  pointed  out.  First,  there  is  a 
potential  for  significant  windfall  payments  to 
firms  that  would  expand  their  employment  during  the 
economic  recovery  even  without  the  employment  tax 
credit.  There  is  no  way  to  eliminate  all  such  wind- 
falls. Even  with  the  possibility  of  some  tax  wind- 
fall, the  jobs  created  through  this  proposal  still 
wou I d  i  nvo I ve  a  re  I  at  i  ve I y  sma I  I  cost  to  the  Federa I 
Government.  At  a  maximum  credit  of  $800  per  job, 
for  example,  If  one-half  of  the  jobs  qualifying  for 
the  credit  would  have  been  created  anyway,  the  other 
half  that  were  due  to  the  credit  would  involve  an 
average  Treasury  cost  of  $1,600  each.   If  only  one- 
quarter  of  the  new  jobs  in  1976  were  due  to  the  tax 
credit,  each  of  these  would  cost  $3,200,  still  less 
than  half  of  the  cost  of  a  public  service  job. 

A  second  problem  with  such  a  proposal,  how- 
ever, is  that  one  cannot  predict  how  many  jobs  it 
would  create  or  how  swiftly  it  would  create  them. 
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In  other  words,  one  cannot  tell  how  reliable  such 
a  device  would  be  In  helping  to  reach  our  unemploy- 
ment targets.  The  Committee  intends  to  study 
further  the  alternative  methods  for  stimulating 
employment  In  the  private  sector.   In  addition  to 
the  proposal  described  above,  wage  subsidies  should 
be  considered,  especially  for  improving  job 
prospects  for  the  structurally  unemployed. 
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B.   State  and  Local  Government  Policies 


Operating  Budgets 

The  rise  in  outlays  needed  to  keep  pace  with 
inflation  and  the  shortfall  in  tax  receipts  caused  by 
recession  undermined  the  ability  of  State  and  local 
governments  to  maintain  balanced  budgets  in  1975.   In- 
flation increased  expenditures  faster  than  it  increas- 
ed revenues,  particularly  for  local  governments  that 
were  dependent  on  property  taxes  as  a  major  source  of 
revenue.  9/  Recession  had  several  adverse  effects. 
First,  it  precipitated  significant  shortfalls  in  re- 
ceipts from  taxes  that  are  sensitive  to  the  level  of 
income  and  employment,  particularly  income  and  sales 
taxes.  The  Economic  Report  of  the  President  estimates 
that  State  and  local  receipts  in  1975  were  $27.4 
billion  below  full  employment  levels.  Second,  re- 
cession increased  the  number  of  property  tax  delinquen- 
cies in  areas  where  unemployment  rates  were  high. 
Finally,  the  economic  downturn  increased  expenditures 
for  unemployment-related  social  programs  such  as 
welfare  and  public  health. 

Early  in  1975  many  State  and  local  governments 
used  previously  accumulated  surpluses  to  finance  their 
current  account  deficits.   As  the  recession  deepened 
and  previously  accumulated  surpluses  were  depleted, 
however,  State  and  local  governments  were  forced  to 
impose  tax  increases  and  make  expenditure  cuts  to  keep 
their  budgets  in  balance. 10/  These  budget  adjustments 


9/   Lags  in  the  reassessment  of  property  values  typi- 
cally cause  property  tax  revenues  to  fall  behind  in- 
flation. 

10/  For  a  detailed  description  of  State  and  local 
"government  budget  adjustments  during  the  current  re- 
cession, see  "The  Current  Fiscal  Position  of  State  and 
Local  Governments,"  Joint  Economic  Committee,  May  1975 

(ITU) 
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prevented  State  and  local  government  budget  deficits 
from  exceeding  manageable  proportions.  However,  they 
also  necessitated  a  major  reduction  in  the  level  of 
public  services  provided  by  these  jurisdictions. 

Table  IV/5   shows  the  aggregate  fiscal  position 
of  the  State  and  local  governments  in  the  National 
Income  Accounts  (NIA).   It  supports  this  interpretation 
of  the i r  adjustment  to  deteriorating  economic  con- 
ditions._M_/  In  1972  and  1973,  the  enactment  of  general 
revenue  sharing  and  strong  economic  growth  combined  to 


Tab 

e  IV/5 

Surplus 

or  Defic 

t  in 

State  and  Loca 

Government 

Operating  Accounts3-/ 

(National 

Income  and  Product  Accounts, 

Annual  Bash 

(bi 

1  ions 

of  dol lars) 

Surp 1  us 

(  +  ) 

Surplus  (+) 

Year 

Deficit 

(-) 

Quarters 

Deficit  (-) 

1972 

+5.6 

1974: 1 

+0.  1 

1973 

+4.  1 

1974 

1  1 

-1.4 

1974 

-1.7 

1974 

1  1  1 

-  .9 

1975 

-I.I 

1974 

IV 

-4.3 

1975:1 

-5.0 

1975 

1  1 

-2.2 

1975 

III 

+  1.7 

1975 

IV 

+  1.4 

Source:   Survey  of  Current  Business. 

a/  Does  not  include  surplus  or  deficit  in  social 

insurance  trust  funds. 


M_/  While  the  national  income  accounts  do  not  measure 
accurately  the  budget  balance  of  State  and  local 
governments,  these  data  can  be  used  to  gauge  the  di- 
rection and  extent  of  changes  in  this  balance. 
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yield  these  governments  large  surpluses  in  operating 
accounts.  These  surpluses  were  used  in  1974  and  in 
the  first  half  of  1975  to  offset  operating  deficits. 
By  mid- 1975,  however,  the  accummulated  surpluses  were 
depleted,  forcing  State  and  local  governments  to  re- 
duce the  widening  gap  that  had  developed  between 
current  receipts  and  current  expenditures.  Thus, 
small  surpluses  reappeared  in  the  accounts  in  the 
second  half  of  1975. 

Several  unique  factors  contributed  to  the  shift 
in  the  fiscal  position  of  State  and  local  governments 
in  the  second  half  of  1975.   First  and  most  important, 
Federal  grants-in-aid  increased  throughout  1975.   As 
Table  IV/6  demonstrates,  increases  in  Federal  grants- 
in-aid  accounted  for  the  entire  improvement  in  State 
and  local  operating  budgets  from  the  first  quarter  of 
1975  to  the  fourth  quarter  of  1975.   Second,  tax  in- 
creases and  expenditure  cutbacks  were  significant 

Table  IV/6 

Quarter- to-Quarter  Changes  In  Federal 
Grants- I n-A id  And  In  Balance  In  State 
And  Local  Operating  Budgets  (NIA  Basis) 
(bill  ions  of  dol lars) 

1974: I V   1975:1    1975:11    1975:111 

to      to       to       to 
1975:1    1975:11   1975:111   1975: 1 V 


Grants-in-Aid      +4.7     +2.7     +4.0 

Surpl us  or 
Deficit  in 
Operating 
Accounts         -  .7     +2.8     +3.9 


Source:   Bureau  of  Economic  Analysis,  Department 
of  Commerce. 


655 


9! 

factors  in  narrowing  State  and  local  budget  deficits. 
Without  these  adjustments,  State  and  local  operating 
balances  would  have  been  much  lower  in  1975.   Finally, 
the  economic  recovery  began  to  increase  tax  receipts 
in  the  second  quarter.   Despite  the  contribution  of 
economic  recovery,  however,  it  is  clear  that  tax  in- 
creases, expenditure  cutbacks,  and  grant-in-aid  in- 
creases were  the  primary  factors  in  the  improvement 
in  State  and  local  government  balances  in  the  second 
half  of  1975. 

In  1976,  if  the  economy  recovers  at  projected 
rates,  the  outlook  for  the  aggregate  State  and  local 
government  sector  should  improve  slightly.   Ex- 
penditures should  increase  by  8  to  9  percent,  while 
receipts  from  taxes  and  fees  should  increase  by  a 
slightly  larger  percentage.   Since  grants-in-aid  are 
expected  to  increase  by  9  to  10  percent  from  1975  to 
1976,  the  aggregate  State  and  local  government  sector 
should  be  in  balance  or  experience  a  slight  surplus 
in  1976  if  present  tax  rates  and  expenditure  rates 
are  continued.   Many  individual  governments,  however, 
will  continue  to  experience  severe  financial  difficult- 
ies. 

However,  this  balance  in  the  State  and  local 
government  sector  can  be  accomplished  only  by  holding 
services  at  levels  significantly  below  those  provided 
prior  to  the  recession.   Thus,  while  the  aggregate 
State  and  local  sector  will  experience  an  easing  of 
budget  pressures  in  1976,  there  is  no  prospect  of  re- 
turning to  balanced  budgets  and  also  providing  pre- 
recession  service  levels. 

The  outlook  for  State  and  local  governments  in 
1977  will  be  considerably  more  bleak   if  the  Presi- 
dent's budget  proposals  are  adopted.  The  slow  growth 
rate  in  gross  national  product  associated  with  the 
President's  restrictive  budget  would  cause  State  and 
local  government  receipts  from  their  own  revenue 
sources  to  grow  more  slowly  than  current  services  ex- 
penditures. Thus  the  gap  would  widen  once  again  be- 
tween State  and  local  receipts  and  expenditures,  pre- 
cipitating a  new  round  of  tax  increases  and  service 
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cutbacks.  These  budget  adjustments  can  be  avoided 
only  if  the  economic  outlook  improves  more  than  pro- 
jected or  if  Federal  grants-in-aid  are  increased 
sufficiently  to  reduce  the  budget  deficits  that  will 
otherwise  develop. 

The  level  of  grants-in-aid  suggested  in  the 
Administration's  budget  would  not  be  sufficient  to 
stabilize  State  and  local  government  finances  in  1977. 
Federal  grants-in-aid  to  State  and  local  governments 
are  projected  to  remain  essentially  unchanged  in 
current  dollars  from  FY  1976  to  FY  1977.   Even  with 
the  most  favorable  assumptions  about  inflation  during 
this  period,  real  grants-in-aid  to  State  and  local 
governments  would  decline  under  the  Presidents  request 
by  4  to  5  percent  from  FY  1976  to  FY  1977.  This  de- 
cline in  the  real  value  of  Federal  grants-in-aid  would 
exacerbate  the  financial  difficulties  that  State  and 
local  governments  already  would  experience  if  the 
economy's  growth  rate  slows  markedly  in  1977. 

Moreover,  the  President's  budget  also  contains 
several  proposals  that  would  i ncrease  the  costs  and 
responsibilities  of  State  and  local  governments  sig- 
nificantly.  Four  of  these  changes  would  be  par- 
ticularly significant  in  1976  and  1977.  First,  the 
President's  proposal  to  increase  the  social  security 
tax  rate  would  require  State  and  local  governments  to 
increase  their  annual  contributions  to  the  Social 
Security  Trust  Fund  in  behalf  of  their  employees  by 
$300  million.   Second,  the  proposal  to  reduce  the 
portion  of  transportation  block  grants  that  can  be 
used  for  mass  transit  operating  subsidies  from  90  per- 
cent to  50  percent  could  require  local  governments  to 
increase  their  own  expenditures  for  mass  transit  above 
expected  levels  by  as  much  as  $250  million.  Third, 
the  President's  proposal  to  phase  out  extended  un- 
employment compensation  benefits  and  public  service 
employment  programs  could  transfer  as  many  as  600 
thousand  households  to  the  welfare  rolls  by  mid-1977, 
thus  increasing  State  and  local  government  expenditures 
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for  public  assistance  by  as  much  as  $1  billion. 
Finally,  the  four  grant  consolidations  proposed  by 
the  President  would  reduce  total  outlays  in  FY  1 977 
for  the  programs  they  combine  by  $1.35  billion  without 
an  offsetting  change  in  the  responsibilities  of  State 
and  local  governments.  These  changes  are  summarized 
in  Table  IV/7.   |f  carried  out,  they  would  increase 
the  pressure  on  State  and  local  government  budgets  as 
their  financial  positions  weaken  in  1977. 

As  long  as  the  economy  operates  significantly 
below  capacity,  the  real  value  of  Federal 
assistance  to  State  and  local  governments  should 
not  be  allowed  to  decline.   Congress  should  re- 
ject changes  in  Federal  policies  that  signi- 
ficantly increase  the  costs  and  responsibilities 
of  State  and  local  governments. 

While  the  fiscal  position  of  the  aggregate 
State  and  local  government  sector  should  improve  in 
1976,  there  are  many  jurisdictions  that  still  will  ex- 
perience major  budget  difficulties.   In  particular, 
central  cities  in  the  Northeast  and  Midwest  and  several 
States  in  the  Northeast  will  experience  continued 
budget  pressures  because  unemployment  rates  in  these 
areas  will  remain  high  and  revenue  shortfalls  will 
persist.   Moreover,  many  of  these  governments  current- 
ly are  experiencing  budget  deficits  that  will  have  to 
be  offset  by  balanced  budgets  or  surpluses  next  year 
necessitating  further  tax  increases  and  expenditure 
cutbacks. 

Last  year,  this  Committee  recommended  that 
Congress  enact  a  countercyclical   revenue  assistance 
program  to  mitigate  the  impact  of  high  unemployment  on 
State  and  local  government  receipts  and  expenditures. 
The  Committee  suggested  that  this  program  could  be 
used  to  prevent  State  and  local  government  tax  in- 
creases and  employee  layoffs  during  periods  of  high 
unemployment.  Congress  recently  approved  this  pro- 
posal as  Title  II  of  the  Local  Public  Works  Capital 
Development  and  Investment  Act  of  1975.  Unfortunately, 
however,  the  bill  was  vetoed  by  the  President  on 
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February  13,  and  Congress  failed  to  override  the 
President's  veto.   Since  this  legislation  is  part  of 
the  congressional  budget  and  since  many  State  and 
local  governments  will  continue  to  experience  unem- 
ployment-related budget  difficulties,  the  Committee 
continues  to  favor  enactment  of  this  important  program. 
Countercyclical   assistance  should  remain  available  as 
long  as  the  national  unemployment  rate  exceeds  5-1/2 
percent. 

The  countercyclical  grant-in-aid  p rogram  should  be 
reenacted  by  Congress  and  signed  by  the  President. 

It  .s  ho uj  cL  remain  in  effect  as  long  as  the 

national  unemployment  rate  remains  above  5-1/2 
percent. 

This  year,  Congress  also  must  decide  whether  to 
extend  the  General  Revenue  Sharing  Program.  This 
program  has  provided  approximately  $6  billion  annually 
to  39,000  State  and  local  governments  from  which  the 
recipient  governments  could  meet  locally  determined 
priorities.   The  program,  which  has  been  in  existence 
for  five  years,  is  due  to  expire  in  December,  1 976. 

Since  its  enactment  General  Revenue  Sharing 
has  become  an  increasingly  important  component  of 
State  and  local  government  operating  budgets.  While 
many  governments  initially  used  revenue  Sharing  funds 
for  capital  construction  projects,  this  assistance 
recently  has  been  relied  on  heavily  for  operating  pur- 
poses. This  trend  accelerated  in  1 975  as  the  com- 
bination of  inflation  and  recession  required  State  and 
local  governments  to  marshal  I  every  available  source 
of  funds  merely  to  maintain  reasonable  levels  of  public 
services.   Moreover,  this  shift  can  be  expected  to 
continue  in  the  next  two  to  three  years  as  the  budget 
pressures  on  these  governments  persist.   Thus  a 
failure  to  renew  the  General  Revenue  Sharing  Program 
in  1 976  would  significantly  weaken  the  halting  progress 
toward  stability  in  State  and  local  government  fi- 
nances and  would  precipitate  large  tax  increases  and 
expenditure  cutbacks  in  1 977.   For  this  reason  the 
Committee  supports  a  three  year  extension  of  general 
revenue  sharing. 
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Several  minor  changes  should  be  made  in  the 
program  as  part  of  the  three  year  extension.   First, 
the  provision  in  the  existing  program  which  limits  the 
per  capita  allocation  to  individual  local  governments 
to  145  percent  of  the  statewide  average  per  capita  al- 
location should  be  eliminated.   This  provision  has  re- 
duced the  amount  of  assistance  that  otherwise  would  be 
available  for  the  most  financially  distressed  local 
governments.   Many  central  cities  in  the  Northeast  and 
Midwest  would  receive  increased  allocations  if  this 
artificial  constraint  were  removed.   This  limitation 
should  remain  in  effect,  however,  for  local  governments 
that  have  adjusted  taxes  in  excess  of  $400  per  capita 
due  to  large  concentrations  of  industry  and  small  popu- 
lations.  Second,  the  constraint  mandating  that  all 
local  governments  receive  a  per  capita  allocation  of  at 
least  20  percent  of  the  statewide  average  per  capita 
allocation  should  be  removed.  This  provision  provides 
excessive  assistance  to  jurisdictions  that  perform  only 
marginal  functions,  thus  encouraging  a  proliferation  of 
local  governments  with  few  responsibilities.   Finally, 
the  civil  rights  enforcement  and  public  participation 
requirements  in  the  existing  legislation  should  be 
strengthened  and  enforced. 

The  General  Revenue  Sharing  Program  should  be 
extended  for  three  years  so  that  State  and  local 
governments  are  assured  of  receiving  this  source  of 
Federal  assistance  to  meet  current  services  needs 
without  substantially  increasing  taxes.  The  articial 
constraints  on  per  capita  assistance  that  limit  allo- 
cations to  financially  distressed  local  governments  and 
increase  allocations  to  governments  that  perform  only 
margina I  functions  should  be  phased  out.   I  he  civil 
rights  enforcement  and  public  participation  require- 


ments should  be  strengthened. 


12/ 


1 2/ Senator  Proxmire  states:   "I  disagree.   Revenue 
sharing  should  be  ended  forthwith  and  Federal  tax  sources 
should  be  shifted  to  the  States  instead.   Revenue  sharing 
severs  the  ability  and  the  advantage  of  spending  from  the 
discipline  and "pa in  of  raising  the  taxes." 
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While  the  General    Revenue  Sharing  program 
currently   is  an   integral    component  of  most  State  and 
local    government  budgets,   the  Committee  believes 
that  two  major  changes  should  be    incorporated    in  the 
program  as  the  economy   returns  to   ful I    employment. 
First  and  most  important,   the  allocation  formula 
should  be  altered  to  reflect  the  disproportionate 
financial    burden  that   low-income  families   impose 
upon  State  and   local    governments  through  their 
greater  requirements  for  services  and   lower  contri- 
butions to  revenues.     This  change  should  make  the 
revenue  sharing  formula  more   redistributi ve,   allo- 
cating a   larger  percentage  of  shared  revenues  to 
the  most  financially  distressed  State  and   local 
governments. 

Second,    the   revenue  sharing  program  should 
incorporate   financial    incentives  to  encourage  the 
reform  of  State  and    local    government   revenue 
systems.     At  the  State  government   level,    these 
incentives  should  favor  State  governments  that  rely 
more  heavily  on  progressive    income  taxes  as  a 
source  of   revenue.     At  the    local    level,    they  should 
encourage   regional    cooperation  among    local    govern- 
ments through   tax  base  sharing,   consolidation, 
annexation  or  other  methods  designed  to  distribute 
local    government  tax  burdens  more  equitably. 

Any   further  extension  of  general    revenue  sharing 
beyond  three  years  should    incorporate  the 
following  changes    in   the   program: 

(a)  Inclusion  of    incentives  to   induce  greater 
State   use  of  progressive   personal    income  taxes 
and  more   regional    cooperation  among    local 
governments   through   tax  base  sharing,   con- 
solidation,  or  other  methods  which   distribute 
local    government  tax  burdens  more  eguitably. 

(b)  Alteration  of   the  allocation   formula   to 
direct  a    larger  portion  of  shared   revenues   to 
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those    local    governments   that  have  higher  percen- 
tages of    low- income  families  within  their  boun- 
daries,   thus   reflecting  the   disproportionate 
financial    burden  that   low-income   families    impose, 

Sustaining  State  Unemployment  Funds 

One  of  the  most  critical    problems  of    1975 
was  the  heavy  strain  placed  on  State  unemployment 
insurance  funds  due  to  severe  unemployment   levels. 
Fifteen  States  were  able  to  maintain  unemployment 
benefit  payments  during  the  year  only  by  borrowing 
from  the  Federal    Government,   and  by  the  end  of   1976 
approximately  30  States  will    require  Federal   assis- 
tance. 

In  the    1977  budget,   the  President  has  pro- 
posed replenishing  State  unemployment  insurance 
funds  through  an   increase   In  the  unemployment  in- 
surance tax  rate  on  employers  and  an   increase   in 
the  maximum  Income  on  which  the  tax  is  collected. 

The  President's  proposal,   however,  would 
increase  the  cost  of  unemployment  insurance  to  the 
Nation's  employers  by  $2.1    billion   in   1977  alone. 
Like  the  proposed   increases   in  social    security 
taxes,    it  would  significantly   increase  the  cost  to 
firms  of  hiring  new  workers  and  would  discourage 
new  private  sector  jobs   in  the  early  stages  of  the 
recovery. 

The  proposed   increase   in  the  unemployment 
insurance  tax  rate  and  tax  base  should  be 
postponed   until    the  economy   returns  to   fuller 
use  of  capacity.     Until    that  time,  State 
benefits  should  continue  to  be  funded  when 
necessary  by  borrowing  from  the  Federal 
Government  or  by  direct  Federal    grants. 
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C.   Income  Security  Issues 

The  1977  budget  proposes 
several  important  changes  in  expenditures  for  income 
security  programs.  The  largest  component  of  this 
category  is  social  security.   Here  the  President  would 
(a)  eliminate  the  provision  that  allows  some  new 
retirees  to  receive  a  lump  sum  payment  in  exchange  for 
permanently  reduced  future  benefits;  (b)  convert  the 
retirement  test  from  a  monthly  test  to  an  annual  one; 
(c)  phase  out  student  benefits;  and  (d)  correct  the 
provision  which  gives  a  double  inflation  adjustment  to 
current  workers.   Al I  of  these  provisions  deserve 
careful  consideration  by  the  Congress.   Congress  must 
realize,  however,  that  the  initial  impact  of  these 
changes  on  budget  outlays  will  be  small.   As  time 
passes  the  outlay  impact  would  certainly  grow, 
especially  in  the  case  of  the  double  inflation  adjust- 
ment. 

Much  concern  has  been  expressed  recently  about 
the  basic  soundness  of  the  social  security  insurance 
system.  Table  IV/ 8  shows  that  in  fiscal  1976,  for  the 
first  time,  expenditures  exceeded  receipts,  so  that 
the  balance  in  the  Social  Security  Trust  Fund  was 
reduced.   If  laws  remain  unchanged,  the  balance  can 
be  expected  to  decline  again  in  1977  and  future  years. 
We  must  point  out,  however,  that  the  Social  Security 
Trust  Fund  is  in  no  danger  of  going  bankrupt  in  the 
next  two  or  three  years.  The  balance  at  the  end  of 
1976  will  exceed  $45  billion,  and  under  the  economic 
assumptions  in  the  President's  budget,  a  surplus  of 
$23  billion  is  projected  to  remain  in  the  trust  fund 
in  1981  under  current  law.   Adopting  the  President's 
proposals  would  increase  the  surplus  to  an  estimated 
$68  bi I  I  ion  in  1981 . 

The  declining  trend  in  the  Social  Security 
Trust  Fund  balance  is  disturbing,  and  Congress  needs 
to  begin  consideration  of  the  solutions  to  this 
problem.   If  we  begin  now,  there  will  be  adequate 
time  to  solve  these  problems  before  they  reach  a 
dangerous  level . 
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The  Social  Security  Trust  Fund  is  in  basically 
sound  condition.   The  single  most  important  thing 
that  can  be  done  to  ensure  the  continued 
soundness  of  the  social  insurance  system  is  to 
restore  health  to  the  overall  economy.   Even  so, 
some  changes  will  be  necessary  to  avert  problems 
in  1980  or  after,  but  Congress  has  time  to  give 
careful  consideration  to  the  full  ramifications 
to  these  changes. 

The  fact  that  the  Social  Security  Trust  Fund  is 
declining  is  not  enough  information  to  solve  that 
problem.   One  must  know  the  cause  of  the  decline.   The 
single  most  important  cause  of  the  drop  in  the  trust 
fund  receipts  is  the  economic  recession. 

There  is  no  doubt  that  a  recession  causes  govern' 
ment  recepits  to  fall  and  expenditures  to  rise.  This 
is  observed  for  the  Government  as  a  whole  and  the 
social  insurance  funds  in  particular.   The  Secretary 
of  the  Treasury  has  estimated  that,  under  conditions 
of  full  employment,  social  security  receipts  in  fiscal 
1977  would  be  nearly  $10-1/2  billion  higher  than  the 
actual  anticipated  level  of  $96.2  billion.   Table  IV/9 
shows  how  seriously  the  current  recession  has  cur- 
tailed the  receipts  of  the  social  insurance  funds  as 
a  whole.   This  table  includes  funds  for  unemployment 
compensation,  railroad  retirement,  supplementary  health 
insurance  and  other  purposes,  in  addition  to  social 
security.  The  social  insurance  trust  funds  would  have 
collected  over  $40  billion  in  additional  receipts  had 
this  recession  been  avoided. 

The  unusual  combination  of  high  inflation  with 
the  current  recession  also  has  adversely  affected  the 
Social  Security  Trust  Fund.   The  base  on  which  social 
security  taxes  are  levied  rises  automatically  over 
time  as  wages  and  salaries  rise.   Benefits  paid  out, 
however,  rise  automatically  as  the  Consumer  Price 
Index  (CPI)  increases.   From  1974  to  1975  the  CPI 
increased  9.1  percent;  at  the  same  time  wages  and 
salaries  increased  only  5.1  percent.  This  usual  dis- 
parity between  wage  increases  and  CPI  increases  placed 
an  especially  heavy  burden  on  the  trust  fund  last  year. 
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A  second  but  less  significant  problem  with  the 
Social  Security  Trust  Fund  is  that  it  is  called  upon 
to  provide  more  than  just  retirement  benefits.   With 
the  enactment  of  medicare  in  1965  the  trust  fund  was 
expanded  to  finance  hospital  insurance  for  many 
elderly  people.   A  special  part  of  the  payroll  tax 
(1.8  percent  of  the  11.7-percent  total)  is  set  aside 
to  pay  for  hospital  insurance.   While  we  support  the 
concept  that  an  individual  makes  a  contribution  toward 
his  pension  by  paying  into  the  Social  Security  Trust 
Fund,  we  feel  that  it  would  be  appropriate  to  change 
the  present  law  so  as  to  fund  hospital  insurance  from 
general  revenues.  The  hospitalization  benefits  a 
person  receives  are  determined  by  the  reimbursible 
costs  he  incurs  and  bear  no  relationship  to  his  wages 
or  contributions.   Such  a  change  in  funding  responsi- 
bility  would  in  no  way  alter  the  balance  of  the  Federal 
budget  on  a  unified  or  national  income  accounts  basis 
but,  by  holding  the  payroll  tax  constant,  would  in- 
crease the  balance  of  the  Social  Security  Trust  Fund. 
The  health  insurance  contributions  now  comprise  over 
$10  billion  per  year.   The  1975  Advisory  Council  on 
Social  Security  endorsed  the  idea  of  general  revenue 
funding  for  the  hospital  insurance  program.   1 5/ 

Since  its  founding,  the  social  security  system 
has  been  expanded  to  provide  far  more  than  .just 
retirement  benefits  for  those  who  contribute. 
Making  many  people  eligible  for  benefits  who  had 
contributed   little  has  placed  a  heavy  burden  on 
the  trust  fund.   To  relieve  part  of  this  burden 
and  to  avoid  further  increases  in  the  regressive 
tax  that  finances  this  system,  funding  respon- 
sibility for  the  hospital  insurance  program  should 
be  transferred  from  the  trust  fund  to  general 
revenues.   Receipts  currently  collected  for  hos- 
pital insurance  should  be  reallocated  to  the  Old 
Age  and  Survivors  Disability   Insurance  Fund. 

±57  Commun  i  cat  i  on  f  rom  Secretary  of  Health,  Education, 
and  Welfare  transmitting  the  Reports  of  the  Quadrennial 
Advisory  Counci I  on  Social  Security,  March  10,  1975. 
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D.   Defense  Spending  14/ 

The  President's  request 
for  defense  represents  a  significant  shift  in  national 
priorities.  While  inflation  absorbs  much  of  the 
dollar  increase,  there  will  be  a  real  increase  in 
budget  authority  in  fiscal  1976  over  1975,  and  there 
would  be  a  slightly  larger  real  increase  for  fiscal 
1977.   In  real  terms,  outlays  for  national  defense 
would  rise  very  slightly  in  fiscal  1976  and  by  2  per- 
cent in  1977.  Budget  authority  in  real  terms  rises 
by  4.1  percent  in  1976  and  by  4.7  percent  in  1977.  15/ 
In  real  terms  outlays  for  the  Department  of  Defense 
(DOD)  alone  decline  by  I  percent  in  I976  and  rise  by 
2  percent  in  1 977;  budget  authority  for  DOD  would  rise 
by  3  percent  in  I976  and  by  5  percent  in  I977. 

The  disparity  between  defense  and  civilian 
expenditures  is  even  greater  when  personnel  costs  are 
excluded  from  the  Department  of  Defense  budget.   Pay 
and  allowances  account  for  5 1. 7  percent  of  the  DOD 
budget,  down  from  54. I  percent  in  I976.  The 
President's  proposed  pay  cap  on  military  and  civilian 
pay  increases  is  less  than  the  estimated  inflation  for 
next  year.  Thus  the  nonpay  portion  of  the  DOD  budget 
rises  by  16  percent  in  current  dollars  and  by  9  per- 
cent in  real  terms. 

The  upward  trend  in  defense  spending  is  an  out- 
standing feature  of  the  new  budget.  The  fact  that 
there  is  a  substantial  real  increase  in  DOD  budget 
authority  in  the  present  fiscal  year  comes  as  some- 
thing of  a  surprise,  because  when.  Congress  was  acting 
just  a  few  months  ago  on  the  defense  appropriation 
bill,  many  members  believed  that  the  amount  appro- 
priated would  not  comprise  significantly  more  in  real 
terms  than  in  the  year  before.  This  belief  was  based 


14/  See  qualifying  comment  by  Representative 

Long  in  footnote  on  page  MO. 

J_5/  The  figures  cited  relate  to  the  national  defense 
functional  category  in  the  Budget,  including  atomic 
energy  defense  activities  and  other  defense-related 
activities.   Figures  cited  subsequently  in  this 
section  relate  to  the  Department  of  Defense  plus 
military  assistance  alone. 
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on  information  supplied  by  the  Department  of  Defense 
about  the  amount  of  inflation  for  defense  purchases. 
It  turns  out  that  the  Pentagon  overestimated  the 
inflation  rate  by  a  wide  margin.  The  result  is  that 
the  1976  defense  budget  shows  real  growth  of  over 
$3  billion  in  budget  authority.  The  need  for  a 
better  estimate  of  inflation  in  the  defense  sector 
is  discussed  below. 

The  President's  5-year  forecast  assumes  an 
average  real  increase  in  nonpay  defense  purchases 
of  4  percent  annually.  Total  outlays  for  national 
defense  would  reach  $142.8  billion  in  1981;  budget 
authority  would  reach  $151.5  billion.   Defense  out- 
lays would  rise  from  26  percent  to  28  percent  of  the 
Federal  budget.  As  shown  in  Table  IV/2  above,  the 
allocation  of  projected  spending  increases  for  defense 
and  civilian  programs  demonstrates  dramatically  the 
Administration's  decision  to  emphasize  defense. 

The  wisdom  and  desirability  of  a  rise  in 
defense  spending  at  the  expense  of  other  national 
needs  must  be  questioned  from  an  economic  standpoint. 
It  should  be  self-evident,  despite  some  recent  debate, 
that  enlarging  the  defense  budget  is  not  an  appro- 
priate way  to  effect  economic  stimulus.  '  Defense 
spending  does  not  yield  the  goods  and  services  that 
people  need  in  peacetime.   Its  level  should  be  deter- 
mind  with  only   national  security  needs  in  mind.   The  . 
economy  should  be  managed  using  other  tools  of  fiscal 
policy  and  other  macroeconomic  measures.  This  is 
particularly  true  when,  as  in  the  new  budget,  the 
purchase  of  weapons  takes  up  so  large  a  portion  of 
the  increase.  Of  the  $  I 4.4-b i I  I  ion  increase  in  DOD 
budget  authority,  $8.1  billion  is  for  increased 
procurement. 

Defense  procurement  continues  to  be  plagued  by 
cost  overruns,  schedule  slippages,  and  performance 
failures.   Problems  in  the  aircraft  and  shipbuilding 
industries  strongly  suggest  that  more  efficient 
operations  and  improved  management  of  government 
programs  could  sharply  reduce  procurement  costs. 
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For  example,  the  large  cost  overrun  In  the 
C-5A  cargo  aircraft  program  is  well  known.  Now,  in 
addition  to  the  overrun,  structural  defects  in  the 
aircraft  have  resulted  in  a  proposal  to  rebuild  the 
wings  at  a  cost  estimated  by  the  Office  of  Secretary 
of  Defense  at  $1.3  billion.   If  this  proposal  is 
imp lemented, the  total  C-5A  cost  overrun,  including  the 
extraordinary  repair  bill,  will  exceed  $3  billion. 

Navy  shipbuilding  programs  have  been  character- 
ized by  cost  overruns,  lengthy  delays,  and  large 
claims  filed  by  the  contractors  against  the  Navy.  A 
year  ago  the  Navy  asked  Congress  for  $2.3  billion  for 
the  "unanticipated"  costs  of  ships  under  construction. 
This  request  was  in  addition  to  the  request  for  new 
ships.  The  unanticipated  costs  can  be  broken  down 
into  the  impact  of  inflation  and  inefficient  govern- 
ment management  and  shipyard  operations.  The  Senate 
Armed  Services  Committee  attributed  the  cost 
increases,  in  part,  to  "low  product ivity,  construction 
delays,  and  Navy  changes."   16/ 

Congress  approved  $1.3  billion  of  the  Navy's 
request  last  year,  deferring  action  on  the  remaining 
amount.  The  deferred  amount  has  grown,  in  the  current 
request,  from  $1  billion  to  $1.6  billion,  although  the 
overall  impact  of  inflation  on  defense  last  year  was 
less  than  expected.   If  the  current  request  is 
approved,  a  total  of  $2.9  billion  will  have  been 
spent  for  "unanticipated"  costs  of  shipbuilding.  17/ 

Studies  by  defense  experts  and  statements  by 
defense  officials  show  that  additional  efficiencies 
can  be  achieved  in  the  use  of  manpower  and  military 


16/  Senate  Armed  Services  Committee  Report  No.  94- 
196,  p.  23. 

1 1 1     It  should  be  noted  that  the  massive  increase  in 
foreign  military  sales  is  having  an  adverse  impact  on 
the  costs  of  our  own  defense  procurement  and  thereby 
exacerbating  the  cost  overrun  problem. 
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bases.   More  than  four  years  ago  the  Deputy 
Secretary  of  Defense  estimated  that  justifiable  base 
closings  could  save  at  least  $1  billion  annually. 
Such  savings  have  still  not  been  realized.   It  has 
often  been  said  that  Congress  prevents  the  Defense 
Department  from  closing  unnecessary  bases.  We 
disagree.   Where  it  has  been  determined  that  bases 
can  be  closed  or  realigned  to  achieve  economies,  the 
authority  to  do  so  should  be  exercised.  The  costs  of 
support  and  auxiliary  functions  have  been  reduced 
somewhat  in  the  past  2  years  but  significant 
reductions  are  still  possible.   For  example,  the 
ratio  of  students  to  instructors  is  about  1.5  to  I 
in  military  schools  compared  to  about  a  1 5  to  I  ratio 
in  most  col  leges. 

Inequities  and  anachronisms  in  the  military 
pay  system  are  also  costly.  According  to  a  recent 
study  by  the  Brookings  Institution,  "As  matters  now 
stand,  the  United  States  pays  more  than  is  necessary 
to  field  its  military  forces  .  .  .  . "  18/  Additional 
savings  are  possible  through  lengthening  tours  of 
duty  and  reducing  civilian  manpower  in  proportion  to 
the  reductions  of  uniformed  personnel  made  over  the 
past  several  years.  The  Committee  notes  that  the 
number  of  civilians  employed  by  the  Defense  Department 
(approximately  one  million)  exceeds  the  total 
number  of  civi  I ians  employed  in  a  I  I  ,the  other  agencies 
of  the  Executive  Branch  combined.  19/ 

A  strong  defense  is  necessary  but  the  Nation 
cannot  tolerate  wasteful  practices.  The  fact  that 
a  large  sum  was  reportedly  added  to  the  defense 
request  by  the  President  late  in  the  budget  cycle  and 
that  an  additional  $3  billion  were  tacked  onto  the 
request  as  insurance  against  congressional  cuts 
supports  the  conclusion  that  the  budget  is  padded  and 
can  safely  be  reduced. 


IB/  Martin  Birkin,  The  Mi  I itary  Pay  Muddle  (1975) 
19/  This  comparison  excludes  the  Postal  Service, 
which  no  longer  is  part  of  the  Executive  Branch. 
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Prime  candidates  for  close  examination  in  the 
defense  budget  are  certain  portions  of  our  strategic 
forces  and  our  conventional  forces  for  an  Asian  con- 
tingency.  For  example,  a  slowdown  in  the  EM  bomber 
program  could  result  in  substantial  savings  even  when 
offset  by  the  costs  of  developing  an  alternative 
standoff-type  bomber.  Without  making  a  judgment  as 
to  the  relative  merits  of  the  B-l  versus  a  standoff- 
type  bomber,  which  would  be  far  less  costly  to  build, 
the  Committee  notes  that  the  latest  versions  of  the 
B-52  bomber  have  a  useful  life  that  will  extend  into 
the  late  1990s,  and  current  plans  call  for  retention 
of  them  even  after  deployment  of  the  B-l.  There  may 
not  be  adequate  justification  for  moving  immediately 
into  production  of  a  new  bomber  that  will  cost  in 
excess  of  $20  billion  not  including  armament,  operating 
and  support  costs. 

In  addition,  a  cogent  argument  exists  for  slow- 
ing down  or  terminating  further  improvements  in  the 
capabilities  of  land-based  intercontinental  ballistic 
missiles,  the  phased  withdrawal  of  some  of  the  older 
land-based  missiles,  the  reduction  of  the  older  B-52 
bombers,  and  the  slowdown  of  the  advanced  tanker  air- 
craft program. 

Costs  of  forces  for  an  Asian  contingency  are 
estimated  as  high  as  $23  billion  annually.   In  view 
of  the  changes  that  have  taken  place  in  Asia  with  the 
end  of  the  Vietnam  war  and  our  improved  relations 
with  China,  this  huge  expenditure  should  be  reexamined. 
Not  only  is  China  perceived  as  far  less  threatening  to 
U.S.  interests  as  a  result  of  diplomatic  efforts  but 
intelligence  analysts  no  longer  view  China  as  an 
expansionist  nation.  William  E.  Colby,  former 
Director  of  Central  Intelligence,  testified  before  the 
Committee  that  China  has  been  in  a  defensive  posture 
militarily  for  a  number  of  years  and  that  its  military 
procurement  has  declined  sharply  since  1970.   20/ 


20/  Joint  Economic  Committee  hearings,  Allocation  of 
Resources  in  the  Soviet  Union  and  China-1975,  Part  I, 
pp.  45,  71,  75. 
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There  are  at  present  about  140,000  military 
personnel  in  the  Asian  region  and,  in  addition,  size- 
able naval,  air,  and  ground  forces  in  Hawaii  and  in 
the  U.S.  justified  by  Asian  contingencies.   Phased 
reductions  without  removing  any  U.S.  troops  from  Japan 
or  South  Korea  could  yield  substantial  savings.   A 
cut  of  about  one- fourth  of  these  forces,  phased 
gradually  over  a  5-year  period,  would  reduce  outlays 
by  approximately  $8  billion  annually  by  1981. 

Potential  savings  through  1981  from  improved 
efficiency  and  changes  in  strategic  and  Asian  forces 
are  indicated  in  Table  V/5.   Such  savings  could 
amount  to  $2.6  billion  LP  outlays  in  1977  rising  to 
$18.7  bi  I  I  ion  in  1981 .  2\J      If  the  amount  of  padding 
and  "cut  i nsuranceM? were  taken  out  of  the  budget, 
greater  savings  could  be  achieved. 

-Congress  has  the  responsibility  to  provide  a 
defense  budget  that  will  assure  our  national 
security.   We  believe  that  national  security 
can  be  assured  at  a  1977  spending  level  in  the 
range  approved  by  Congress  for  fiscal  year  1976 
plus  allowance  for  current  inflation.   This 
would  mean  a  reduction  from  the  Presidents 
reguest  for  budget  authority  of  approximately 
$6  bi  I  I  ion.   The  remaining  amount  of  about 
$108  billion  would  represent  a  substantial 
increase  in  the  dollar  budget  and  would  pro- 
vide the  U.S.  with  the  resources  needed  to 
maintain  the  world's  strongest  military  force. 
To  achieve  the  budget  reduction,  Congress  should 
eliminate  waste  and  whatever  padding  is  in  the 
budget  and  should  scrutinize  the  reguests  for 
new  weapons  deve  lopment"!  22/ 

Defense  and  Inflation.   In  earlier 
reports  the  Committee  has  discussed  the  subject  of 
defense  spending  and  inflation.  We  pointed  out  in  our 

JJ_/  The  changes  are  discussed  in  An  Economic  Eva  I  ua- 
tion  of  the  Current  Services  Budget,  Fiscal  Year  1977, 
a  Staff  Report  prepared  for  the  use  of  the  Joint 
Economic  Committee.  December  1975. 
22/See  Representative  Long's  footnote  on  following  page 
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22/  Representative  Long  states:   "While  I 
concur  with  the  spirit  of  this  recommendation,  I  will 
make  independent  judgments  on  defense  spending  as 
the  appropriate  congressional  committees  make  their 
recommendations.   Whether  or  not  the  result  of  my 
judgments  on  individual  items  will  be  above  or  below 
the  specific  totals  listed  here,  I  do  not  know.  My 
primary  concern  is  the  continued  security  of  the 
United  States." 
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1973  report  that  no  adequate  measures  of  price  changes 
in  Federal  defense  purchases  had  been  developed, 
although  the  Committee  had  urged  the  Department  of 
Commerce  to  do  so.   We  therefore  questioned  the  Defense 
Department's  assumptions  about  the  amount  of  inflation 
in  defense  purchases. 

The  Defense  Department's  approach  was  to  rely 
primarily  on  the  nonpay  component  of  the  deflator  for 
Federal  purchases  of  goods  and  services.   This  approach 
was  defective  because  the  Federal  purchases  deflator 
does  not  separate  defense  from  civilian  purchases.   The 
deflator  used  for  Defense  Department  military  and 
civilian  pay  was  also  inadequate  because  no  allowance 
was  made  for  increases  in  productivity. 

The  Committee  concluded  that,  until  a  defense 
deflator  was  developed  and  published  on  a  regular  basis, 
it  would  be  impossible  to  know  how  inflation  is  affect- 
ing defense  spending,  and  we  formally  recommended  that 
the  Commerce  Department  develop  such  a  deflator. 

We  are  pleased  to  note  that  the  Commerce  Depart- 
ment has  moved  forward  on  this  project.   Last  year  it 
published  a  comprehensive  study  entitled  Measur?  nq 
Price  Changes  of  Military  Expenditure,  23/  wh  i  ch 
stated:   "The  most  nearly  universal  conclusion,  which 
can  be  drawn  from  examination  of  existing  military 
price  indicators  of  all  or  part  of  defense  purchases, 
is  that  they  are  inadequate  and  possibly  misleading  as 
historical  measures  of  price  movement."  24/ 

The  Commerce  Department,  having  completed  its 
feasibility  study  and  historical  survey,  now  has  begun 
a  major  effort,  in  cooperation  with  the  Defense  Depart- 
ment, to  develop  a  defense  deflator.   The  Committee  is 
hopeful  that  the  measure  of  price  changes  developed 
will  be  specific  and  discrete  enough  to  provide  infor- 
mation about  each  of  the  defense  industries  and  by 
product  lines.  We  look  forward  to  significant  progress 
by  next  year. 


23/  U.S.  Department  of  Commerce,  Bureau  of  Economic 
Analysis,  1975. 
24/  Ibid.  p.  267 
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E.   Program  Reductions 

Within  individual  program  areas,  there  is  cer- 
tainly room  for  increased  program  efficiency  and 
greater  productivity.   With  personnel  costs  running 
above  $75  billion,  it  would  be  foolhardy  to  suggest 
that  improvements  in  efficiency  and  productivity  are 
not  attainable.   This  Committee  is  willing  to  cooper- 
ate fully  with  the  Executive  Branch  in  achieving  those 
increases. 

25/ 

In  a  staff  study  published  last  December,— 

changes  in  the  budget  were  identified  which,  after  a 
five-year  period,  could  reduce  outlays  by  about 
$25  billion.   Without  endorsing  these  particular 
changes,  we  feel  that  there  is  sufficient  criticism 
of  the  effectiveness  of  these  programs  to  suggest 
that  they  be  reexamined  in  light  of  the  competing 
demand  for  Federal  dollars.   To  argue  that  the 
changes  should  be  made  is  not  necessarily  to  say 
that  the  programs  are  not  useful  but  only  that  more 
efficient  use  could  be  made  of  these  Federal  funds. 
Table  V/5  shows  the  savings  which  might  be  realized 
from  an  orderly  reduction  in  the  programs  listed. 

Another  change  not  included  in  Table  (V/IO  which 
needs  to  be  considered  is  in  the  military  retirement 
program.  Unlike  the  civil  service  retirement  program, 
which  is  partly  funded  by  employee  contributions, 
military  personnel  make  no  contributions  toward  their 
pensions.  Yet  military  personnel  usually  retire 
earlier  and  draw  much  more  in  pension  payments  than 
civilian  employees.   Benefits  paid  from  general  funds 
for  retired  military  personnel  in  1977  will  total 
about  $8-1/2  billion;  by  1981  these  expenditures  will 
grow  to  about  $13-1/2  billion  under  current  law. 
Since  military  pay  now  has  been  made  comparable  to 
civilian  pay,  it  may  be  appropriate  for  military  per- 
sonnel to  begin  contributing  to  their  own  retirement 
benefits  as  their  civilian  counterparts  do.   Such  a 
change  might  also  involve  altering  the  computation 
of  benefits.   While  drawing  no  conclusions  on  this 
issue,  we  urge  Congress  to  examine  the  principle  of 
comparable  pay  and  benefits  to  assure  that  it  is  being 
app I ied  uni  formly. 


25/   An  Economic  Evaluation  of  the  Current  Services 
Budget,  Fiscal  Year  1977,  a  staff  report  prepared  for 
the  use  of  the  Joint  Economic  Committee,  December  22, 
1975. 
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Table      IV/IO 

Possible  Savings  from  Selected  Program  Changes 

Fiscal  years  1977-1981 

(Outlays  in  billions  of  current  dollars) 


1977 


1978 


1979 


980 


1981 


National  Defense 

Manpower  efficiency 
Procurement  efficiency 
Asian  force  reductions 
Strategic  force  reductions 

Regulatory  Changes 
ICC  Phaseout 
CAB  Phaseout 

Retirement  Changes  — 
Military  Annuitants 
Ci  vi I ian  Annu  itants 

Other 

Ship  construction  subsidies 
Export- Import  Bank  loans  h/ 

Impacted  Area  School  Aid— ' 

Total 


$  .60 

$1.20 

$2.00 

$2.80 

$3.80 

.50 

.80 

1.00 

2.00 

2.00 

.90 

1.70 

4.20 

5.  10 

8.  10 

.60 

1.90 

3.50 

4.50 

4.80 

.02 

.03 

.05 

.06 

.07 

.03 

.06 

.08 

.  10 

.  1  1 

.09 

.22 

.32 

.50 

.62 

.08 

.27 

.41 

.84 

1.09 

.01 

.09 

.  18 

.27 

.30 

1.  10 

2.  10 

2.80 

3.40 

3.80 

.  13 

.21 

.28 

.34 

.40 

$4.06   $8.58  $14.82  $19.9!   $25.09 


a/  Change  would  make  increase  in  retirement  benefits  egual  to 
Tncreases  in  the  Consumer  Price  Index. 

b/  Loans  would  be  reduced  over  a  3-year  period  with  all  current  obli- 
gations f ul f i I  led. 

c_/  The  portion  of  impacted  aid  for  students  whose  parents  do  not 
both  live  and  work  on  Federal  property  would  be  phased  out  over  three 
years  with  all  present  hold-harmless  provisions  of  the  law  maintained, 
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There  are  several  areas,  not  listed  in 
Table  IV/IO, where  additional  savings  below  current 
service  levels  might  be  realized.   Receipts  from  the 
sale  of  offshore  oil  leases  are  extremely  difficult  to 
forecast.  They  could  be  above  the  $1.9  billion  included 
in  the  current  service  estimates.  The  current  service 
estimates  include  a  12  percent  pay  increase  for  Federal 
workers.   If  the  increase  actually  granted  is  less, 
expenditures  will  be  reduced.   Interest  rates  used  in 
the  current  service  estimates  are  projected  to  rise 
gradually  throughout  the  year.   If  interest  rates  are 
stabilized  or  decline,  expenditures  would  be  corre- 
spondingly reduced.   We  are  confident  that  the  Budget 
Committees  will  examine  these  and  other  .areas  of  the 
Budget  to  achieve  the  maximum  savings  consistent  with 
the  economic  goals  set  forth  in  this  Report. 


EEPORT  OF  THE  JOINT  COMMITTEE  OX 
ATOMIC  ENERGY 

Congress  of  the  United  States, 
Joint  Committee  on  Atomic  Energy, 

Washington,  B.C.,  March  12,  1976. 
Hon.  Brock  Adams, 

Chairman,  Committee  on  the  Budget,  U.S.  House  oj  Representatives, 
Washington,  B.C. 
Dear  Mr.  Chairman:  Pursuant  to  Section  301(c)  of  the  Congres- 
sional Budget  and  Impoundment  Control  Act  of  1974,  the  Joint  Com- 
mittee on  Atomic  Energy  is  submitting  as  an  attachment  to  this  letter 
its  views  and  estimates  on  the  budget  matters  under  its  jurisdiction. 

The  Joint  Committee's  views  and  estimates  pertain  to  both  the 
Energy  Research  and  Development  Administration's  and  the  Nuclear 
Regulatory  Commission's  FY  1977  budget  estimates,  as  well  as  other 
proposed  legislation  which  could  affect  I  Y  1976,  the  Transition  Quar- 
ter, and  FY  1977  budget  estimates.  These  are  the  Committee's  pre- 
liminary views  and  estimates  based  on  information  presently  available 
to  the  Committee.  The  final  views  and  estimates  of  the  Committee 
will  be  reflected  in  its  action  on  each  piece  of  legislation  presently 
being  considered. 

If  you  have  any  questions  regarding  these  recommendations,  please 
contact  the  Joint  Committee's  Executive  Director,  Mr.  George  F. 
Murphy,  Jr. 

Sincerely  yours, 

Melvin  Price, 

Vice  Chairman. 
Enclosure. 

(679) 
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VIEWS  OF  THE  JOINT  COMMITTEE  ON  ATOMIC  ENERGY 
ON  THE  PROPOSED  BUDGET  FOR  FISCAL  YEAR  1977 

March  12,  1976. 
Section  202  of  the  Atomic  Energy  Act  of  1954,  as  amended,  gives 
the  Joint  Committee  on  Atomic  Energy  exclusive  jurisdiction  over  all 
proposed  legislation  relating  primarily  to  the  development,  use  or 
control  of  atomic  energy.  The  Committee  is  currently  considering, 
or  will  be  considering,  the  following  pieces  of  legislation  which  could 
have  an  effect  on  not  only  the  FY  1977  budget  estimates,  but  also 
the  estimates  for  FY  1976  and  the  Transition  Quarter. 

1.  A  bill  to  authorize  appropriations  to  the  Energy  Research 
and  Development  Administration  in  accordance  with  Section  261 
of  the  Atomic  Energy  Act  of  1954,  as  amended,  Section  305  of  the 
Energy  Reorganization  Act  of  1974,  as  amended,  and  Section  16 
of  the  Federal  Non-nuclear  Energy  Research  and  Development  Act 
of  1974,  and  for  other  purposes.  The  Committee  has  not  considered 
the  non-nuclear  programs  in  the  ERDA  request  and  does  not  neces- 
sarily endorse  the  amount  shown  in  the  attached  schedules  for  these 
programs.  The  amount  shown  for  non-nuclear  programs  is  the  amount 
requested  by  the  Administration  and  is  included  in  the  schedule  only 
for  completeness.  The  ERDA  authorization  bill,  as  it  relates  to  the 
nuclear  area,  is  viewed  by  the  Joint  Committee  to  be  of  the  highest 
priority.  In  view  of  the  fact  that  Dr.  Robert  Seamans,  the  ERDA 
Administrator,  has  stated  that  nuclear  power,  together  with  fossil 
energy,  exhibits  the  greatest  potential  for  reducing  this  Nation's 
dependence  on  oil  and  gas  for  helping  to  meet  its  increasing  energy 
needs  between  now  and  the  year  2000,  the  amounts  recommended  by 
the  Joint  Committee  are  reasonable  and  necessary.  The  defense- 
related  programs  within  the  ERDA  authorization  request  are  also 
considered  to  be  top  priority.  The  Committee  increased  the  amount 
requested  by  the  Administration  by  $75  million  in  order  to  prevent  a 
decrease  in  the  capabilities  of  ERDA's  research  laboratories.  The 
Committee's  present  views  and  estimates  on  the  ERDA  authorization 
are  reflected  in  the  attached  schedule. 

2.  A  bill  to  authorize  appropriations  to  the  Nuclear  Regulatory 
Commission  in  accordance  with  Section  261  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  and  Section  305  of  the  Energy  Reorganiza- 
tion Act  of  1974,  as  amended,  and  for  other  purposes.  The  Nuclear 
Regulatory  Commission,  through  its  various  regulatory  and  con- 
firmatory research  functions,  is  responsible  for  assuring  that  the 
commercial  development  of  nuclear  energy  is  in  accord  with  the 
common  defense  and  security  and  provides  adequate  protection  to 
the  health  and  safety  of  the  public  and  to  the  environment.  Since 
nuclear  power  is  to  play  a  significant  part  in  our  Nation's  energy 
future,  a  highly  professional  organization,  such  as  the  NRC,  must 
be  maintained  in  order  to  assure  that  commercial  nuclear  energy  is 
safely  used.  Accordingly,  the  Joint  Committee  believes  that  the 
amount  requested  by  the  NRC  should  be  increased,  as  shown  in  the 
attached  schedule,  and  that  this  level  of  budget  authority  and  budget 
outlays  should  also  be  considered  of  the  highest  priority.  The  Com- 
mittee's current  views  and  estimates  on  this  bill  are  also  reflected  in 
the  attached  schedule. 
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3.  A  bill  to  authorize  supplemental  appropriations  to  the  Energy 
Research  and  Development  Administration  for  Fiscal  Year  1976 
(weapons  research  and  development  and  testing  program).  If  reported 
by  the  Committee  and  if  the  funds  were  subsequently  authorized  and 
appropriated,  this  bill  would  have  the  following  budgetary  impact: 


Increases  (millions) 


Budget  Budget 

authority  outlays 


Fiscal  year  1976 $34  $26.  5 

Transition  quarter. 23  17.5 

Fiscal  year  1977 0  13.0 

On  March  12,  1976,  the  Joint  Committee  ordered  that  the  Admin- 
istration's  bill    (S.    3108    and   H.R.    12388,    identical)    be   reported. 

4.  A  bill  to  amend  the  Atomic  Energy  Act  of  1954,  as  amended, 
to  revise  one  of  the  base>  for  establishing  prices  for  enriching  services 
provided  by  the  Atomic  Energy  Commission  (S.  2053  and  H.R.  8398). 
If  enacted  into  law  prior  to  the  end  of  April  1976,  this  bill  would 
reduce  ERDA's  budget  estimates  by  the  following  amounts: 


Budget 
authority 
(millions) 

Budget 

outlays 

(millions) 

Transition  quarter 

$4.0 

$4.0 

Fiscal  year  1977 

90.8 

90.8 

If  enacted  after  April  1976,  but  in  time  for  the  revised  price  to  be 
effective  for  all  of  FY  1977,  this  would  only  reduce  ERDA's  FY  1977 
budget  estimates  by  $90.8  million. 

5.  A  bill  to  authorize  cooperative  arrangements  with  private 
enterprise  for  the  provision  of  facilities  for  the  production  and  en- 
richment of  uranium  enriched  in  the  isotope  U-235,  to  provide  for 
authorization  of  contract  authority  therefor,  and  for  other  purposes 
(S.  2035  and  H.R.  8401).  The  Administration  estimates  that,  if 
enacted,  this  legislation  would  not  result  in  any  additional  Budget 
Authority  or  Budget  Outlays  prior  to  FY  1978.  The  Committee  has 
not,  as  of  this  date,  decided  what  action  it  will  take  on  this  legislative 
proposal. 

6.  A  legislative  proposal  is  presently  being  considered  by  the 
Executive  Branch  which  would  provide  funds  to  continue  work  on 
plans  to  back  up  the  President's  proposal  to  assure  the  availability, 
when  needed,  of  additional  uranium  enrichment  capacity.  This 
proposal  could  involve   additional  funding  as  follow-: 


Increases  (ir 

i  millions) 

Budget 
authority 

Budget 
outlays 

Fiscal  year  1976 

$6 

$4 

Transition  quarter 

35 

5 

Fiscal  year  1977 

230 

90 

(-249   O  -  76  -  44 
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Although  such  a  legislative  proposal,  if  enacted,  would  require 
budget  authority  and  outlays  in  Fiscal  Year  1977  and  beyond,  the 
costs  of  such  legislation  would  be  recoverable  in  the  form  of  revenues 
for  the  enrichment  services.  The  Committee  strongly  believes  that 
additional  enrichment  capacity  is  urgently  needed  in  order  to  insure 
that  an  adequate  supply  of  nuclear  fuel  to  meet  both  our  domestic 
needs  and  commitments  with  other  nations.  In  view  of  the  urgency  of 
this  matter,  the  Joint  Committee  has  included  $230  million  in  budget 
authority  for  this  program. 

7.  The  Joint  Committee  may  consider  later  in  this  session  a  legis- 
lative proposal  to  authorize  additional  funds  to  ERDA  for  remedial 
action  which  may  be  recommended  for  uranium  mill  tailings  piles  at 
twenty-one  inactive  mill  sites  in  Utah,  Colorado  and  certain  other 
western  states.  A  further  report  from  ERDA  on  this  matter  is  ex- 
pected within  the  next  two  months.  As  much  as  $10,000,000  in  budget 
authority  for  Fiscal  Year  1977  could  be  involved  in  any  such 
legislation. 

8.  The  Joint  Committee  has  included  in  this  report  $4.9  million 
in  budget  authority  for  the  artificial  heart  program.  ERDA  did  not 
request  any  funds  for  this  program.  This  would  result  in  the  termi- 
nation of  the  program.  The  program  as  far  as  ERDA's  activities 
are  concerned  is  to  develop  a  plutonium-238  heat  source  to  drive  a 
small  engine  attached  to  the  artificial  heart,  the  entire  package  to 
be  implantable  within  the  human  body.  The  program  for  the  develop- 
ment of  the  totally  implantable  nuclear  powered  prototype  device 
has  made  considerable  progress,  including  the  successful  implantation 
of  artificial  hearts  into  two  calves.  The  National  Heart  and  Lung 
Institute  is  also  pursuing  several  programs,  ultimately  leading  to- 
ward an  implantable  heart  for  humans.  In  view  of  the  accomplish- 
ments achieved  to  date  with  the  ERDA  artificial  heart  program,  the 
Committee  believes  that  this  particular  program  merits  continuation 
if  this  country  is  to  pursue  the  development  of  such  a  device.  Ac- 
cordingly, the  $4.9  million  the  Committee  included  in  ERDA's 
authorization  request  is  to  prevent  program  termination.  The  Com- 
mittee recommends,  however,  that  this  program  should  be  included 
in  the  National  Heart  and  Lung  Institute's  budget  at  the  earliest 
appropriate  opportunity. 

The  attached  schedules,  which  follow  the  format  suggested  by  the 
Budget  Committee,  contain  the  Joint  Committee's  recommendations 
for  necessary  budget  authority  and  budget  outlays  for  fiscal  year 
1977. 

Attachments. 
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I.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODIFICATION 
OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

Committee 
recommendation 


Major  issue  or  program 


President's  request 


Budget 
authority 


Outlays 


Budget 
authority 
(differ- 
ence) 


Outlays 
(differ- 
ence)   Comment 


I.  Energy  research  and  devel- 
opment administration 
Authorization  of  appropri- 
ations for  fiscal  year  1977 

Title  I 


National     defense     (budget 

code  050). 
Operating  expenses $1,  558. 1    $1,  508.  6 


Plant  and  capital  equip- 
ment. 


Total,  code  050. 


385.2 


311.2 


$1,643.8 

(+85.7) 

386.2 


$1,575.9 

(+67.3) 

312.2 


(+1.0)      (+1.0) 


1,943.3      1,819.8 


2,  030.  0 
(+86.7) 


1,888.1 
(+68.3) 


General  science,  space,  and  .. 

technology    (budget    code 
250). 
Operating  expenses 

Plant  and  capital  equip- 
ment. 

279.7 
92.3 

270.2 

60.6 

297.0 

(+17.3) 

92.3 

(C) 

282.7 

(+12.5) 

60.6 

(0) 

Total,  code  250. 


372.0 


330.8 


389.3 
(  +  17.3) 


343.3 
(+12.5) 


Title  I  provides  for  authoiization  of  appro- 
priations for  nuclear  energy  research  and 
development,  basic  research,  space 
nuclear  systems  and  other  technology, 
uranium  enrichment  national  security, 
and  related  programs. 

The  committee  supports  the  President's 
request  for  National  Defense-Atomic 
Energy  Related  Activities.  In  addition,  the 
committee  recommends  that  $75,000,000 
in  budget  authority  (budget  authority)  be 
added  to  the  weapons  program  to  essen- 
tially prevent  a  decrease  in  laboratory 
capability.  The  Committee  also  recom- 
mends that  at  least  $10,700,000  in  budget 
authority  be  included  for  extension  of  the 
New  Production  Reactor  in  Richland, 
Washington,  and  that  efforts  be  initiated 
on  a  Systems  R.  &  D.  Laboratory,  Sandia 
Laboratory,  N.  Mex. 

This  budget  functional,  category  includes 
ERDA's  important  space  nuclear  systems, 
high  energy  physics,  and  nuclear  sciences 
programs.  The  committee  endorses  the 
amounts  requested  by  the  President  and 
further  recommends  that  $11,300,000  in 
budget  authority  be  added  to  the  nuclear 
sciences  program  and  $6,000,000  be  added 
to  the  high  energy  physics  program. 


Natural    resources    environ- The  committee's  $241,800,000  recommended 


ment  and  energy  (budget 
code  300). 
Operating  expenses 1,475.2 


Plant  and  capital  equip- 
ment. 


866.7 


1,262.2      1,466.3      1,232.8 

(-8.9)     (-29.4) 

636.4      1,117.4         736.8 

(+250.7)  (+100.4) 


Total,  code  300 2,341.9      1,898.6 


2,  583.  7 
(+241.8) 


1,969.6 
(+71.0) 


Total,  title  1 4,657.2      4,049.2 


5,003.0      4,201.0 
(+345.8)  (+151.8) 


addition  to  the  natural  resources,  environ- 
ment and  energy  budget  authority  totals 
consists  of  several  adjustments  to  the 
President's  request.  These  include  in- 
creases of  (a)  $74.0  for  Magnetic  and  laser 
fusion  R.  &  D.;  (b)  $24,500,000  for  waste 
management  (commercial)  R.  &  D.;  (c) 
$5,600,000  for  strengthening  the  nuclear 
materials  security  and  safeguards  pro- 
gram; (d)  $8,500,000  to  begin  efforts  on  2 
construction  projects  for  the  fission  power 
reactor  development  program;  and  (e) 
$230,000,000  for  the  funding  required  to 
maintain  the  viability  of  ERDA's  plans  for  a 
Government-owned  "add-on"  enrichment 
facility  to  assure  adequate  future  supplies 
of  fuel  for  domestic  and  foreign  nuclear 
powerplants.  On  Jan.  21, 1976,  in  the  Presi- 
dent's budget  message,  it  was  indicated 
that  ERDA  might  propose  legislation  to 
supplement  the  fiscal  year  1976  ERDA 
budget  in  the  amounts  $6,000,000  in 
budget  authority  for  fiscal  year  1976  and 
$35,000,000  in  budget  authority  for  the 
transition  quarter.  According  to  ERDA,  the 
final  submission  of  a  1976  supplemental 
depends  on  the  outcome  of  detailed  analy- 
sis of  the  requirements  for  this  facility. 
The  President  also  indicated  that  a  fiscal 
year  1977  budget  amendment  might  be 
necessary.  These  increases  are  offset  by  a 
$10,000,000  reduction  in  BA  for  gas-cooled 
reactor  R.  &  D.  and  an  increase  of  $90,800,- 
000  in  enrichment  revenues  which  will 
result  from  changes  to  the  enrichment 
pricing  criteria. 
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I.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  REQUIRE  REENACTMENT  OR  MODIFICATION 
OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977— Continued 


Major  issue  or  program 


President's  request 


Budget 
authority 


Outlays 


Committee 
recommendation 


Budget 
authority 
(differ- 
ence) 


Outlays 
(differ- 
ence)   Comment 


I.  Energy  research  and  devel- 
opment administration 
authorization  of  appropri- 
ations for  fiscal  year  1977 

Title  II 


Title  II  provides  for  authorization  of  appro- 
priations for  nonnuclear  energy  research, 
development  and  demonstration  of  fossil, 
solar,   geothermal    and    other   forms   of 
energy,  and  for  energy  conservation.  The 
joint  committee  has  not  considered  these 
nonnuclear  programs  and  does  not  neces- 
sarily endorse  the  amounts  shown.  The 
amounts  requested  by  ERDA  are  shown 
only  for  completeness. 
Natural   resources,  environ- 
ment and  energy  (budget 
code  300): 

Operating  expenses $725.4       $653.3       $725.4       $653.3 

(0)  (0) 

Plant  and  capital  equip-  81.9  40.8  81.9  40.8 

ment.  (0)  (0) 

Total,  code  300 807.3         694.1         807.3         694.1 

(0)_ (0)_ 

Total  title  II .        807.3         6947l         807.3         694.1 

(0)  (0) 

Title  III Title  III  provides  for  authorization  of  ap- 
propriations for  environmental  research 
and  safety,  basic  energy  sciences,  program 
support,  and  related  programs. 
General  Science,  Space,  and 
Technology  (budget  code 
250): 

Included  in  this  category  are  ERDA's 
material  sciences,  and  molecular,  mathe- 
matical and  geosciences  programs.  The 
Joint  Committee  recommends  that  no 
budget  changes  be  made  to  these  pro- 
grams. 


Operating  expenses 

Plant  and  capital  equip- 
ment. 

101.6 
7.4 

96.7 

6.6 

101.6 
(0) 
7.4 
(0) 

96.7 
(0) 
6.6 
(0) 

Total,  code  250 

109.0 

103.3 

109.0 
(0) 

103.3 
(0) 

Natural  resources,  environ- 
ment and  energy  (budget 
code  300): 
Operating  expenses 

Plant  and  capital  equip- 
ment. 

481.6 
33.0 

467.5 
36.0 

492.2 

(+10.6) 

39.0 

(+6.0) 

476.6 

(+9. 1) 

39.5 

(+3.  5) 

Total,  code  300 

514.6 

503.5 

531.2 
(+16.6) 

516.1 
(+12.6) 

Total  title  III 

623.6 

606.8 

640.2 
(+16.6) 

619.4 

(+12.6) 

The  Joint  Committee  recommends  that  the 
President's  budget  request  be  increased 
in  order  to  continue  the  artificial  heart 
program  and  to  increase  the  important 
nuclear  medicine  budget.  The  committee 
also  recommends  that  the  community 
operations  program  receive  an  additional 
$3,700,000  in  budget  authority  and  outlays 
for  fiscal  year  1977. 


Total,   ERDA  authori- 
zation of  appropria- 
tions for  fiscal  year 
1977. 
II.  Nuclear  Regulatory  Com- 
mission Authorization  of 
Appropriation   for   Fiscal 
Year  1977. 
Natural   resources,   environ- 
ment and  energy  (budget 
code  300). 
Salaries  and  expenses... 


Total,  NRC. 


5,  350. 1 


6,  450.  5      5,  514.  5 
(+362.4)(+164.4) 


249.4 

236.4 

274.3 
(+24.9) 

259.9 
(+23.5) 

249.4 

236.4 

274.3 
(+24.9) 

259.9 
(+23.5) 

Committee  recommends  increased  funding 
to  strengthen  the  NCR's  functions  of  reac- 
tor regulation,  regulatory  research,  inspec- 
tion and  enforcement,  and  nuclear  ma- 
terials security  and  safeguards. 


Committee  total   rec- 
ommendation. 


6, 337. 5 


5,  586.  5      6,  724. 8      5,  774. 4 
(+387.3)  (+187.9) 
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II.  PRESIDENT'S  BUDGET  REQUESTS  FOR  NEW  AND  EXPANDED  PROGRAMS  WHICH  WOULD  REQUIRE  AUTHORIZING 
LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 

Committee 
President's  request       recommendation 


Budget 

authority  Outlays 

Budget                       (differ-  (differ- 

Legislative  proposal        authority      Outlays         ence)  ence)    Comment 

There  are  no  budget  requests  in  this  category  under  the  joint  committee's  jurisdiction. 

III.  PRESIDENT'S  BUDGET  REQUESTS  FOR  REDUCTION  IN  EXISTING  PROGRAMS  WHICH  WOULD 
REQUIRE  AMENDMENT  OF  AUTHORIZING  LEGISLATION  FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 

Committee 
President's  request       recommendation 


Budget 

authority  Outlays 

Budget                       (differ-  (differ- 

Legislative  proposal        authority      Outlays         ence)  ence)    Comment 

There  are  no  budget  requests  in  this  category  under  the  joint  committee's  jurisdiction. 

IV.  LEGISLATIVE  INITIATIVES  OF  CONGRESS  FOR  FISCAL  YEAR  1977 
[In  millions  of  dollars) 


Identify  initiative 


Budget  authority 


Outlays       Comment 


No  legislative  initiatives  affecting  budget  authority  for  programs  under  the  joint  committee's  jurisdiction  are  expected 
at  present. 

V.  PRESIDENT'S  BUDGET  REQUESTS  FOR  EXISTING  PROGRAMS  WHICH  DO  NOT  REQUIRE  AUTHORIZING  LEGISLATION 

FOR  FISCAL  YEAR  1977 

[In  millions  of  dollars] 


Major  issue  or 
program 


Fiscal  year 

1976  budget 

estimate 


Fiscal  year 

1977  budget  Committee 

estimate         recommendation 


Budget  Budget 

author-  author- 

ity Outlays  ity  Outlays 


Budget 
author- 
ity Outlays 
(differ-    (differ- 
ence)     ence)    Comment 


Trust  Funds  for  fiscal 
year  1977 

Natural  Resources, 
Environment,  and 
Energy  (budget 
code  300):  Ad- 
vances for  cooper- 
ative work. 


10.3       10.3       10.3       10.3 


10.3       10.3    Of  this  amount,  $235,000  relates  to  a  nuclear 
(0)  (0)       program   under  the  jurisdiction   of  the 

joint  committee.  The  Washington  public 
power  supply  system  advances  money  to  a 
trust  fund  to  cover  ERDA  expenses  related 
to  the  sale  of  steam  from  the  New  Produc- 
tion Reactor  at  Richland,  Wash. 
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March  15,  1976 


The  Honorable  Brock  Adams 

Chairman 

Committee  on  the  Budget 

United  States  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

The  Ad  Hoc  Select  Committee  on  Outer  Continental 
Shelf  was  established  on  April  22,  1975,  pursuant  to 
House  Resolution  412.   Its  membership  was  drawn  from  the 
Merchant  Marine  and  Fisheries,  Interior  and  Insular 
Affairs,  and  Judiciary  Committees.   The  Select  Committee 
was  established  to  consider  and  report  to  the  House  on 
H.R.  6218,  a  bill  "to  establish  a  policy  for  the  manage- 
ment of  oil  and  natural  gas  in  the  Outer  Continental  Shelf, 
to  protect  the  marine  and  coastal  environment,  to  amend 
the  Outer  Continental  Shelf  Lands  Act,  and  for  other 
purposes."  House  Resolution  412  directed  the  Select 
Committee  to  transmit  its  findings  and  report  to  the  House 
by  January  31,  1976.   House  Resolution  977  extended  the 
time  of  reporting  to  March  31,  1976.   The  Select  Committee 
held  extensive  hearings  on  H.R.  6218  in  1975.   It  heard 
more  than  300  witnesses  in  14  cities,  and  compiled  a 
hearing  record  of  more  than  8,000  pages.   The  Select 
Committee  is  now  well  into  the  last  phase  of  its  work  — 
marking  up  and  preparing  its  report  on  the  bill.   A  com- 
panion bill  —  S.521  —  has  been  passed  by  the  Senate. 

H.R.  6218  is  a  comprehensive  revision  of  the  Outer 
Continental  Shelf  Lands  Act  of  1953.   It  would  require  the 
Secretary  of  the  Interior  to  establish  a  national  program 
for  the  leasing  of  the  Outer  Continental  Shelf  for  the 
development  of  its  oil  and  gas  resources.   It  would  provide 
alternative  economic  arrangements  for  the  leasing  of  the 
shelf  and  require  the  Secretary  to  experiment  with  the  new 
arrangements.   It  would  require  the  Secretary  to  prepare 
an  exploration  plan  designed  to  determine  the  location, 
extent,  and  characteristics  of  our  offshore  oil  and  gas 
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resources,  and  would  authorize  him  to  contract  for  exploratory 
drilling  as  he  determines  necessary  to  implement  the  plan. 
It  would  require  lessees  of  outer  continental  shelf  lands  to 
submit  development  and  production  plans  for  the  approval  of 
the  Secretary  of  the  Interior  and  would  establish  a  mechanism 
for  Secretarial  consideration  and  review.   This  mechanism 
would  impose  special  requirements  on  the  Secretary  with 
regard  to  the  preparation  of  environmental  impact  statements 
and  would  permit  the  views  of  State  governments,  local 
communities,  and  the  public  to  be  fed  into  the  review  process. 

In  addition,  H.R.  6218  would  require  the  Administrator 
of  the  National  Oceanic  and  Atmospheric  Administration  to 
carry  out  baseline  and  monitoring  studies  of  the  human, 
coastal,  and  marine  environment  affected  by  offshore  opera- 
tions.  It  would  also  require  the  Secretary  of  the  Interior 
to  promulgate  safety  regulations  for  offshore  operations. 
The  regulations  would  be  developed  by  the  Administrator  of 
the  Environmental  Protection  Agency,  the  Administrator  of 
the  National  Oceanic  and  Atmospheric  Administration,  the 
Secretary  of  the  department  in  which  the  Coast  Guard  is 
operating,  and  the  Secretary  of  the  department  in  which  the 
Occupational  Safety  and  Health  Administration  is  operating; 
and  the  National  Academy  of  Engineering  would  conduct  a 
study  of  the  adequacy  of  existing  safety  regulations  and  of 
the  technology,  equipment,  and  techniques  for  operations  in 
the  outer  continental  shelf.   Finally,  H.R.  6218  would 
create  an  Offshore  Oil  Pollution  Compensation  Fund  as  a  non- 
profit corporate  entity  within  the  department  in  which  the 
Coast  Guard  is  operating.   Throughout  all  these  activities, 
there  runs  a  skein  of  rule-making  and  reporting  requirements. 

The  Select  Committee  has  experienced  extreme  difficulty 
in  attempting  to  determine  the  budgetary  impact  of  H.R. 
6218.   The  Congressional  Budget  Office  has  experienced 
similar  difficulty  and  has  hired  a  special  consultant  to 
assist  it  in  assessing  the  costs  of  this  bill.   The 
President's  budget  request  for  FY  1977  seeks  budget  authority 
of  $60,430,000  and  outlays  of  $59,291,000  for  the  Department 
of  the  Interior  for  the  administration  of  the  current  off- 
shore leasing  program.   H.R.  6218  would  obviously  require 
increases  of  these  amounts,  although  the  precise  level  of  the 
increases  cannot  yet  be  determined.   If  the  Secretary  of  the 
Interior  deems  it  necessary  to  contract  for  the  implementation 


688 


of  his  exploratory  plan,  there  will  be  an  additional  ex- 
penditure ranging  (according  to  the  Department  of  the 
Interior)  between  $20  and  $50  million. 

The  conduct  of  a  program  of  baseline  and  monitoring 
studies  by  the  Administrator  of  the  National  Oceanic  and 
Atmospheric  Administration  and  the  study  and  development 
of  safety  regulations  by  the  several  agencies  involved  in 
this  aspect  of  the  offshore  oil  and  gas  program  would  also 
result  in  increased  costs  for  the  affected  organizations. 
Here,  too,  the  costs  cannot  be  estimated  at  this  time.   As 
for  the  Offshore  Oil  Pollution  Compensation  Fund,  it  is  to 
be  provisioned  by  the  levy  and  collection  of  a  three-cent- 
per-barrel   fee  on  the  owner  of  offshore  oil  when  the  oil 
is  transferred  from  a  well  to  a  pipeline  or  vessel  (until 
the  Fund  reaches  $200  million).   While  the  Fund  itself  will 
not  require  Federal  funding,  H.R.  6218  would  authorize 
$10  million  for  FY  1977  for  the  Federal  administrative 
activities  related  to  the  Fund. 

The  Select  Committee  believes  that  the  Congress  should 
establish  an  energy  impact  fund  to  assist  the  coastal  States 
in  planning  for  and  dealing  with  the  onshore  impact  of  off- 
shore energy  activities.   The  logical  approach  is  to  pro- 
vide for  this  fund  through  H.R.  3981,  a  bill  to  amend  the 
Coastal  Zone  Management  Act  of  1972.   H.R.  3981  was  passed 
by  the  House  on  March  11,  1976.   The  estimated  budgetary 
impact  of  H.R.  3981  was  reported  to  the  House  Budget 
Committee  by  the  Merchant  Marine  and  Fisheries  Committee.  The 
report  indicates  that  for  FY  1977,  the  energy  impact  fund 
would  require  budget  authority  of  $215  million  and  outlays  of 
$75.6  million.   As  of  this  time,  H.R.  6218  makes  no  provision 
for  an  energy  impact  fund  related  to  offshore  energy  acti- 
vities.  There  is  a  possibility,  however,  that  H.R.  6218 
will  be  amended  to  include  the  energy  impact  fund  created 
by  H.R.  3981.   The  amendment  would  be  retained  in  the 
event  that  H.R.  3981  is  not  enacted  into  law. 

Finally,  it  should  be  noted  that  the  Outer  Continental 
Shelf  Lands  Act  is  also  a  revenue-producing  statute.   The 
President's  budget  request  for  FY  1977  estimates  that  $6 
billion  will  be  derived  from  offshore  oil  leasing.   If  the 
Administration's  leasing  program  is  delayed,  or  if  the  oil 
industry  sees  less  potential  than  the  Department  of  the 
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Interior  for  oil  and  gas  recovery  from  the  lands  offered 
for  lease,  this  estimate  will  have  to  be  revised  downward. 

As  Chairman  of  the  Select  Committee,  I  request  that  the 
House  Budget  Committee  include  H.R.  6218  in  its  consideration 
of  its  first  resolution  for  FY  1977. 

Sincerely, 


/^SonnH.    Murphy  /         // 

f/Member   of   Congress 
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